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MEDICAID FRAUD AND OVERPAYMENTS:
PROBLEMS AND SOLUTIONS

WEDNESDAY, JUNE 27, 2018

U.S. SENATE,
COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 10:30 a.m., in room
SD-342, Dirksen Senate Office Building, Hon. Ron Johnson, Chair-
man of the Committee, presiding.

Present: Senators Johnson, Daines, McCaskill, Carper,
Heitkamp, Hassan, Harris, and Jones.

OPENING STATEMENT OF CHAIRMAN JOHNSON

ghairman JOHNSON. Good morning. This hearing will come to
order.

I want to thank Gene Dodaro and our witness from the Inspector
General (IGs) office, Mr. Brian Ritchie, for taking the time and for
preparing your testimony. I am looking forward to your answering
our questions.

This hearing is on “Medicaid Fraud and Overpayments: Problems
and Solutions.” I am really looking for—solutions would be nice.
Last week, in anticipation of this hearing, where we delayed it a
week for a number of reasons, we did issue our staff report, pri-
marily based on the Government Accountability Office (GAO) and
IG findings, just kind of summarized all the good work you have
done. And what I would like to do is I have a series of charts.
Members have paper copies at their desks. I just want to quick
show why this is such an important issue.

The first chart! just shows who pays for health care as a percent-
age of total health care spending. You can see the trend since 1940
where patients were paying more than 80 cents out of every dollar.
Today it is around 11 cents out of every dollar. And government
has gone from not quite 20 percent to almost 50 percent. Insurance
is the remaining 40 percent.

So what we have seen is a huge shift from patients being con-
nected to the payment of the product to that disconnect. And when
patients do not pay for products, they do not even know what they
cost, and so there is not that discipline of a free market really dis-
ciplining the cost increase in health care. And from my standpoint,
that is the root cause of our broken health care financing system,
which is why health care costs have really risen dramatically.

1The chart referenced by Senator Johnson appears in the Appendix on page 85.
(1)
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The next chart! is who pays just in dollar terms. A little bit dif-
ferent-looking chart, but it basically makes the same point. We do
have investment at the very bottom. But you can see what
Americans spend totally pretty much has been the same dollar-
wise—these are inflation-adjusted dollars—but government’s role
has dramatically increased and, again, the third-party payer in
terms of insurance has also increased dramatically.

The result of all this is the next chart,2 health care spending as
a percent of GDP. When you remove the discipline of the free mar-
ket system in terms of ensuring the highest possible quality, lowest
possible cost, best possible level of customer service, you see costs
rise dramatically.

Now, we also can do far more—and this is a good thing—in
terms of our medical system. We have so many miracles. So that
also drives costs. But I have to believe the fact that consumers
really do not care—they do not know what things cost, and they
really do not care, other than their insurance. They really care
about how much they pay for insurance, but the individual health
care items, they really do not care. And so as a result, we have
gone from in the 20s, 3.1 percent of grodd domestic product (GDP)
being spent on health care, to in 2016 17 percent, and there is real-
ly no relief from that in sight.

Now, what I would say, truthfully, if Americans are spending
their own money and in freedom were deciding to spend 17 percent
of their disposable income on improving their health, I would not
have a problem with that. But because they are not spending their
own money directly for this, I think this is a real distortion of the
marketplace.

The next chart3 is total Medicaid spending, which is really the
subject of the hearing today in terms of why we have to be very
careful with taxpayer dollars. You can see going back to 1965—and,
again, these are just nominal dollars. They are not inflation-ad-
justed. But I did a chart inflation-adjusted, and it looks the exact
same. Medicaid was not even mentioned by Lyndon Johnson when
he unveiled Medicare, but you can see the dramatic increase in
Medicaid spending. Just in the last 10 years, it has more than dou-
bled, from right around $200 billion to $430 billion. That is just
Federal Government spending.

Now, in our report we show that total taxpayer spending on Med-
icaid in 2017 was $554 billion. I think it is 2017, correct? Which,
when you take a look at what the Federal Medicaid percentages
should be, somewhere between 58 and 60 percent, we are only see-
ing $124 billion spent by the States versus $430 billion spent by
the Federal Government. That is a 22/78 percent split. So I am
going to dig more into those numbers. What happens—and it drives
me nuts being an accountant—numbers come from different
sources, and it is very difficult to reconcile. That is something, as
I am preparing for the hearing, that just jumped off the page for
me. Why is that such a disconnect from, let us say, the 60 percent
Federal match to this thing shows almost 78 percent? Maybe, Gen-
eral Dodaro can comment on that.

1The chart referenced by Senator Johnson appears in the Appendix on page 86.
2The chart referenced by Senator Johnson appears in the Appendix on page 87.
3The chart referenced by Senator Johnson appears in the Appendix on page 88.



3

Our final chart! is, again, really the highlight of what GAO and
the IG have uncovered in terms of improper payments. You can see
in 2013 improper payments in Medicaid was $14.4 billion. In 2017
it was $37 billion, the largest percentage of any agency, any pro-
gram in the Federal Government in terms of improper payments.
Coming into this role, I always thought the term “improper pay-
ment” was a little odd because it covered both underpayment and
overpayment. In this case, only 0.8 percent of the improper pay-
ment is underpayment, which means 99.2 percent is overpayment.
So this is payments that should not be made, whether they are to
ineligible recipients, what percent of that is fraud. It is kind of
hard to understand all that, which is another problem as well.

So we will be talking about a letter we got from Administrator
Verma yesterday announcing increased action on this, audits, those
types of things. I will probably ask General Dodaro to kind of speak
to his comments on that when he makes his opening remarks. But,
anyway, this is an important issue. We are spending hundreds of
billions of dollars. We want this money spent well. We certainly
want to support individuals, help them gain access to quality care,
those that cannot afford it. And when we have $37 billion of im-
proper payments in a program that large, it is something that we
need to pay attention to and we need to provide oversight of.

So, with that, I will turn it over to Ranking Member McCaskill.

OPENING STATEMENT OF SENATOR MCCASKILL

Senator MCCASKILL. I have a formal statement that I would ask
be made part of the record.2 I want to make a couple of comments.

First of all, the Chairman and I agree totally that we need to go
after improper payments, and so does Senator Carper, who has
been working on this for many years. All of us think we can find
efficiencies in these programs, and we should find the fraudsters
up front so we are not chasing payment. We should be more effi-
cient with the technology, which we have struggled with in terms
of improper payments. But there are a couple of things that I think
need to be pointed out.

I certainly agree with the Chairman that transparency on costs
would help a great deal. Americans are great shoppers. You give
me a coupon off on a cheeseburger, and I can go online and figure
out where the very best cheeseburger is and compare the coupons
available, and I can do that in 2 or 3 minutes within a 1-mile ra-
dius of anywhere I am in this country. But me getting my knee re-
placed, as a U.S. Senator, I could not get a straight answer on
what it cost. So we cannot be good shoppers if we do not know
what things cost, and that is all hidden behind the curtain. Any-
body who says we have a free market in health care is deluding
themselves. It is not a free market. All you have to look at is the
pharmaceutical costs and what is happening in this country.

We did an investigation and determined that the 20 most pre-
scribed drugs in the Medicare Part D program have gone up con-
sistently 10 times the rate of inflation 5 years running. That is be-
cause most of them do not have competition. That is because the

1The chart referenced by Senator Johnson appears in the Appendix on page 89.
2The prepared statement of Senator McCaskill appears in the Appendix on page 35.
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system is rigged with a bogus patent system and with a barrier to
entry for generics and, frankly, the fact that we are refusing to use
free market principles by negotiating for volume discounts or allow-
ing reimportation of drugs. It is ridiculous that we are handcuffing
Americans with higher costs because we are protecting profits of
the pharmaceutical industry, to say nothing of what has happened
with the insurance industry.

And I do not believe, frankly, Mr. Chairman, that the out-of-
pocket costs for the American citizen has not gone up in the last
several years. I believe the out-of-pocket costs for insurance have
gone up and for health care have gone up. I do not believe it is any
longer on a downward trajectory. And the government spending, I
think it is really important that the government number on this
chart shows 49 percent. The majority of that is Medicare. So are
we going to suggest that we privatize Medicare? I am absolutely
opposed to privatizing Medicare.

I think there are a lot of things we can do to put incentives in
the right places in the system. I think we have done a little of that
in the Affordable Care Act (ACA) where we punished hospitals for
readmission. So now when you get out of the hospital, I mean, you
have to sit and listen to—I know because when my husband had
to check out of the hospital, it took us three times, four different
people coming in, and telling us all the after-care and setting up
the next appointment. That did not used to happen. But these hos-
pitals know now if they are not paying attention to after-care and
this patient comes back in, they are going to get financially dinged.
It is working. Readmission is down, and that is a very expensive
part of our health care delivery system.

So if we can change where the incentives are, rewarding quality
not quantity, this fee-for-service (FFS) thing has gotten our system
all out of whack. A Medicare doctor cannot even bill for taking time
with patients to explain end-of-life care so that someone has the
opportunity to say to their loved ones, “Do not keep me on a venti-
lator. I do not want to be on a ventilator.” And most of these costs
are in the last 6 months of someone’s life.

So there are a whole lot of things we can do to bring down these
costs, and I am all in on improper payments. But this notion that
we are going to go after the Medicaid or Medicare programs or that
somehow the private sector is a shining example of good free mar-
ket behavior in this country, we have set up all kinds of ways to
make sure they have guaranteed profits. That is not the way the
free market is supposed to work.

So I just wanted to make those points, and I do want to spend
some time today talking about the issues, especially the enrollment
of providers and how badly that is going, and the digital systems
and how badly that is going in terms of cutting down on improper
payments. But I also want to spend some time today talking about
a previous report you did, Mr. Dodaro, on preexisting conditions
and the behavior of insurance companies before we had the protec-
tions for people with preexisting conditions.

Thank you, Mr. Chairman. I appreciate the hearing.

Chairman JOHNSON. Let me just qualify that the chart showing
what consumers were paying, patients, that is just directly paid to
the provider. We pay the bill, whether it is our taxes to fund the
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government funding or whether it is insurance premiums to fund
the insurance portion. All I am saying is direct payment by the pa-
tient to the provider, which that is where you know what things
cost in general. And even that is generally done as co-pays, and you
still do not even know what you are really buying. We have a bro-
ken health care financing system, and that drives up all these
costs.

So, again, I do not think we really disagree on a lot of these
things. There are a lot of details. This $37 billion of Medicaid im-
proper payments is just one small little chunk but one that I think
we need to take a look at.

OPENING STATEMENT OF SENATOR CARPER

Senator CARPER. Mr. Chairman, I do not have a statement. I
would like to say something. These are interesting charts. I am
glad you provided them. One of the things I am just sitting here
thinking, it would be interesting to know what is going on in terms
of the amount of money that is being spent in uncompensated care
by hospitals. As the government has spent more, has uncompen-
sated care come down? It would be interesting to know that.

Thank you.

Chairman JOHNSON. We did issue a larger report with a lot more
charts and graphs to try to answer that. One thing I did
find—again, I always find it really aggravating—it is hard to get
the information. It really is. How much do we really spend on
drugs? What is the profitability of the entire health care system?
It is far less than I think people imagine. So I would love to get
more and more accurate information across the board on these
things because in order to solve a problem, you need to start with
information, problem definition, acknowledging we have the prob-
lem.

So, anyway, I do want to ask consent to have my written
atatement entered into the record! and the letter I received from
Seema Verma as well entered into the record.2

With that, it is the tradition of this Committee to swear in wit-
nesses, so if you will both stand and raise your right hand. Do you
swear that the testimony you will give before this Committee will
be the truth, the whole truth, and nothing but the truth, so help
you, God?

Mr. DobpAro. I do.

Mr. RitcHIE. I do.

Chairman JOHNSON. Please be seated.

Our first witness absolutely deserves but does not really need an
introduction, not before this Committee, but we have the Honorable
Gene Dodaro, the Comptroller General of the United States and
head of the U.S. Government Accountability Office. General
Dodaro.

1The prepared statement of Senator Johnson appears in the Appendix on page 33.
2The letter referenced by Senator Johnson appears in the Appendix on page 121.
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TESTIMONY OF THE HONORABLE EUGENE L. DODARO,! COMP-
TROLLER GENERAL OF THE UNITED STATES, U.S. GOVERN-
MENT ACCOUNTABILITY OFFICE

Mr. DobpARO. Thank you very much, Mr. Chairman. Good morn-
ing to you, Ranking Member McCaskill, and Senator Carper. I am
very pleased to be here today to talk about this important topic.

The Medicaid program, serving over 73 million Americans, is a
very critical part of our health care system as currently configured.
But I have been very concerned about the payment integrity in this
program for a number of years, for three main reasons: number
one, as both of you have mentioned, Senator Johnson and Senator
McCaskill, in your opening statements, improper payments are an
issue. There were over $36 billion in overpayments for the Med-
icaid program for 2017. And this does not represent what I believe
to be the full risk of the program.

There are three components of the improper payment rate. One
is fee-for-service, and right now that is over a 12 percent rate and
is a problem. But there are two other components. One is managed
care. That are measured by the Centers for Medicare and Medicaid
Services (CMS) is 0.3 percent. About half of total Medicaid spend-
ing now is in managed care. So the efforts to estimate the improper
payment rate do not fully represent the risk in the managed care
portion of Medicaid, which is growing every year.

Also, the beneficiary eligibility component of the improper pay-
ment rate has been frozen at 3.1 percent since 2014, so they have
not really gone back in since the Affordable Care Act and checked
on States’ determination of beneficiary eligibility.

While $36 billion of overpayments is an issue in and of itself and
that component has been growing in fee-for-service, there really is
not a full measure of the payment issues and payment integrity in
the Medicaid program, number one.

Number two are supplemental payments. These are payments
made for uncompensated care or high concentrated rates of Med-
icaid recipients. They have been growing as well. In 2017 it was
up to $48 billion. There are two types. One type is capped by stat-
ute. The other has not been capped and is discretionary. That has
almost doubled over the years. There is no transparency over sup-
plemental payments, and CMS does not have accurate reporting.
Also it is not clear to payments are efficient and economical, which
is one of the requirements. And they are potentially shifting, with
the lack of transparency, shifting some of the costs from the States
to the Federal Government without CMS even knowing that it is
occurring. So that is problem number two.

Problem number three is demonstrations where the law allows
CMS to permit States to experiment with different approaches in
Medicaid. Three-quarters of the States have approved demonstra-
tions. Right now demonstration spending accounts for one-third of
the total Medicaid costs. What we have found, though contrary to
CMS policy, the approved demonstrations are not budget neutral.
They are actually costing more money because they have been very
liberal in how they have allowed States to set spending limits.

1The prepared statement of Mr. Dodaro appears in the Appendix on page 39.
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And the evaluations of the demonstrations have serious limita-
tions that have prevented anyone from learning what is happening
with the demonstrations that could be used by others.

Now, CMS recently took action on one aspect of this based on our
recommendations, which is to limit the amount of excess spending
capacity that could be carried over from one year to the next year.
They put some limits on that. So from 2016 to 2018, that one
change that was based on our recommendations will save Medicaid
costs of over $100 billion, and the Federal share will be $62.9 bil-
lion that would be saved. But that still does not fully respond to
all our recommendations.

Mr. Chairman, you mentioned the plan that CMS released yes-
terday. That addresses some but not all of the recommendations we
have made. We have 83 recommendations we have made over the
years. Only 25 have been fully implemented. We think the plan is
a step in the right direction, and I can elaborate more on what we
see as some of the limitations in the plan. But I would say, in order
to stay within my limits here in the opening statement, that much
more urgent and aggressive action is needed by CMS in this area,
because the CMS Actuary estimates that Medicaid spending will be
growing at 5.7 percent annually. And as you pointed out in your
chart, the Federal share, the total estimated spending for Medicaid
by 2025 is estimated to be $958 billion. So it will be knocking on
the door of $1 trillion a year.

So based upon that expected growth, known problems of the cur-
rent system, I think it calls for a much more aggressive action plan
on the part of CMS in order to deal effectively with payment integ-
rity issues in the program.

Thank you very much. I look forward to responding to questions
at the appropriate time.

Chairman JOHNSON. You said $1 trillion in 2028, correct?

Mr. DopaRro. 2025.

Chairman JOHNSON. 20257

Mr. DODARO. Yes. 2025.

Chairman JOHNSON. OK. In 2008 we were about $200 billion. It
has gone from $200 billion in not even 20 years. That is rather
shocking.

Mr. DoDARO. This is one of the fastest-growing parts of the Fed-
eral Government budget. Interest is becoming a problem, too, on
our debt, but that is a different hearing.

Chairman JOHNSON. Yes, a large subject in and of itself.

Our next witness is Brian Ritchie. Mr. Ritchie is the Assistant
Inspector General for Audit Services in the Office of Inspector Gen-
eral (OIG) of the Department of Health and Human Services
(HHS). Mr. Ritchie oversees audits of Medicare, Medicaid, and the
Children’s Health Insurance Program (CHIP) Mr. Ritchie.
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TESTIMONY OF BRIAN P. RITCHIE,! ASSISTANT INSPECTOR
GENERAL FOR AUDIT SERVICES, OFFICE OF INSPECTOR
GENERAL, U.S. DEPARTMENT OF HEALTH AND HUMAN
SERVICES

Mr. RiTcHIE. Good morning, Chairman Johnson, Ranking Mem-
ber McCaskill, and distinguished Members of the Committee.
Thank you for inviting me here today, and thank you for your long-
standing commitment to ensuring that the Medicaid program’s 67
million beneficiaries are well served and the taxpayers’ more than
half trillion dollar investment is well spent. I appreciate the oppor-
tunity to discuss the Office of Inspector General’s work and what
more can be done to ensure that this important program operates
as intended.

OIG shares your commitment to protecting Medicaid from fraud,
waste, and abuse and has an extensive body of work in this area.
Our oversight work has identified high improper payment rates, in-
adequate program integrity safeguards, and beneficiary health and
safety concerns.

I will use my time today to focus on three critical areas: first, the
need for accurate beneficiary eligibility determinations; second, cur-
tailing inappropriate State financing mechanisms; and, third, im-
proving national Medicaid data. My written testimony also notes
the importance of provider screening, fiscal controls, quality of
care, and our valuable partnerships.

A strong program integrity strategy starts with prevention. Cor-
rectly determining beneficiary eligibility prevents Medicaid from
making improper payments for people that are not eligible for the
program. However, recent OIG audits in three States estimated
that more than $1.2 billion in Federal payments were made on be-
half of beneficiaries that were not eligible or may not have been eli-
gible for Medicaid. These three States did not comply with require-
ments to verify applicants’ income, citizenship, identity, and other
eligibility criteria.

The second area that I want to discuss is the need to curtail in-
appropriate State financing mechanisms. Over the years OIG has
identified a number of State policies that may have improperly
shifted costs by inflating the Federal share of Medicaid expendi-
tures. States have misused provider taxes, intergovernmental
transfers, supplemental payments, and inflated payment rates to
increase the Federal funding that States receive. While CMS has
tried to limit the inappropriate financing mechanisms, more needs
to be done. CMS should closely review State Medicaid plans and
amendments to identify any potentially inappropriate cost shifting.

And, finally, I want to discuss a consistent impediment to effec-
tive prevention, detection, and enforcement within the Medicaid
program. The lack of complete, accurate, and timely national Med-
icaid data hampers the ability for CMS, States, managed care enti-
ties, providers, OIG and GAO, and others to quickly identify and
address problems in the program. Enhanced national Medicaid
data would also promote value and improve quality of care by al-
lowing OIG and others to leverage advanced data analytics to iden-
tify vulnerabilities to avoid and best practices to replicate. Con-

1The prepared statement of Mr. Ritchie appears in the Appendix on page 73.
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gress has recognized the value of enhanced Medicaid data, but
more needs to be done to achieve this goal. CMS must ensure that
States consistently report and uniformly interpret the same data
elements. In addition, with a large part of the Medicaid population
receiving part or all of their services through managed care, CMS
needs to ensure that States report encounter data for all managed
care entities.

So, in conclusion, OIG will continue prioritizing Medicaid over-
sight to prevent and detect fraud, waste, and abuse and take ap-
propriate action when it occurs. We are committed to ensuring that
Medicaid pays the right amount for the right provider, for the right
service, on behalf of the right beneficiary.

Thank you for your ongoing leadership and for affording me the
opportunity to testify on this important topic.

Chairman JOHNSON. Thank you, Mr. Ritchie.

I do want to quick correct the record. The numbers I was using,
the reason I was confused, is we got the 2016 actuarial report in
2017, but it was on 2015 spending, the 554, versus the Congres-
sional Budget Office (CBO) 2017. So I was conflating both the
2017—but one—so never mind on the one. But, again, it is just
part of the problem here. You just do not have a consistent set of
numbers and trying to get to the bottom of these things is like pull-
ing teeth.

But, again, I appreciate our other colleagues here showing up for
the hearing, so I will defer my questions to the end and be respect-
ful of their time. Senator McCaskill.

Senator MCCASKILL. I am happy to defer also to my colleagues.

Chairman JOHNSON. Senator Carper.

Senator CARPER. Thanks so much. It is great to see both of you.
Thank you for your long-time service and for being here. I said to
some of the staff sitting behind me, Gene, I said if we had to pay
you by the visit, we would be broke, because you come a lot and
we are grateful here for your appearances.

My colleagues have heard me saying and you have probably
heard me say before that we talk about Matthew 25, the least of
these, we have a moral imperative to those who are hungry,
thirsty, naked, people who are sick and in prison, we have a moral
imperative to those who are strangers in our land. And while we
have a moral imperative to the least of these, there is also a fiscal
imperative that is involved. Matthew 25 does not say anything
about when they did not have any health care. My only access to
health care was showing up at the emergency room of a hospital.
They had to give me some kind of care. But there is a fiscal imper-
ative to finding a way to meet those moral imperatives in a fiscally
responsible way.

One of the things that I learned a long time ago when I was new
on this Committee was that this Committee, as hard as we might
work, we can only do so much in terms of oversight over the Fed-
eral Government. But if we could somehow work with GAO, if we
could work with the Inspectors General, if we could work with the
Office of Management and Budget (OMB) and other watchdog orga-
nizations, we can actually make some progress.

One of my first questions would be: Where do you think is the
basis agreement between the two? Where do you see some areas of
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j1}118t f(eiz‘z)llly strong agreement that you both embrace and think we
should?

Mr. DopARO. Well, I think in listening to Brian’s statement, we
are in almost total agreement on all issues. I think on the improper
payment issue, there is strong agreement that the current ap-
proach does not fully account for program risk. The supplemental
payments that Brian mentioned have not gotten enough oversight.
There is not enough accurate reporting, and as a result it is not
clear where costs may be inappropriately being shifted from the
States to the Federal Government and not really based upon actual
Medicaid spending in those areas. And then the demonstration
projects I am not sure where we agree or disagree on that area be-
cause I did not hear him mention that. But the last comment he
made was on the need for more and better, accurate, and timely
data.

One of the problems that has hindered us all in the past in the
oversight community has been the fact that Medicaid data has
been 2 and 3 years old, and that has been very problematic. So
they have a big effort underway to addresss this issue, but it has
to be done properly.

So I do not see too much disagreement between the two of us on
the analysis of the problems, and I will let Brian speak for himself.

Senator CARPER. OK. Thank you. Mr. Ritchie.

Mr. RiTcHIE. Yes, I agree. I cannot recall ever picking up a GAO
report and disagreeing. And I think we coordinate up front because
we are both watchdogs over the program, and with the health care
side of GAO, we coordinate on the Medicare and Medicaid work.
We did not mention the demonstrations, but we have certainly had
the body of work ongoing, and in the past on different waiver pro-
grams where we have seen issues. I think we just try not to dupli-
cate each other’s efforts but yet complement it, because the dollars
are so valuable and rare that we do not want to be doing the same
thing.

I know with Mr. Dodaro’s staff, with Carolyn Yocom and others,
we will coordinate, and we will have our staff coordinating to make
sure, but I do think the data is the key to a lot of this, and national
data especially would really be helpful. Quality oversight comes at
a cost, and you do need that data, and both the age of the data and
then just the consistency of it.

Some of the things we have found—I think two examples really
drive it home—are investigators going out on the opioid crisis.
They had a lead of a provider prescribing drugs, and they went and
they checked one State. They knew the prescriber was abusing
drugs in one State. They checked another State. They looked at the
national provider identifier, and they did not find any hits in the
claims data and thought, OK, they are not prescribing drugs in
that State. Later they found out this cannot possibly be, and they
looked and they found out they were using the Drug Enforcement
Administrator number. So they were interpreting it differently and
it did not work. And then on the beneficiary health and abuse side,
we have a series of group home audits where we are looking at po-
tential abuse and neglect in group homes. And to do that, we are
starting at the emergency room, and we are looking at diagnosis
codes that indicate potential abuse and neglect and backing up.
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And in one of the States, when we looked, the primary diagnosis
code was not there. So we had to take steps to get around it, but
it is not there to allow us to quickly do the job. So I think it would
help all of us, including CMS, States, and the entities themselves.

Senator CARPER. Going back to the charts that the Chairman
shared with us earlier today, they show an increasing commitment
by the Federal Government, up to now 49 percent of the costs of
health care are paid by the Federal Government or by some gov-
ernment. The charts do not show the number of people who are un-
covered now, and I think it would probably look a good deal dif-
ferent, because back in 1940, 1950, and 1960, we had a whole lot
of people who did not have coverage, any kind of coverage. What
we have tried to do is to reduce that, and reducing that uncompen-
sated care for providers.

One of the questions I oftentimes ask when we have oversight
hearings is: What would you do if you were in our shoes? And time
and again over the last 17 years the witnesses have said, “I would
do more oversight.” At almost every hearing, they say, “Do more
oversight. Keep us honest,” that sort of thing.

If you were in our shoes, given what we are facing here in terms
of continued growing costs in Medicaid, what would you do if you
were in our shoes? Give us three things that you would be doing
if you were on this side of the dais.

Mr. DopArO. Well, I do not want to break the string of saying
you need more oversight, but I believe that to be the case here. I
think CMS needs to take much more aggressive and assertive ac-
tion in these areas.

We have some recommendations to the Congress where we have
had disagreements with CMS in the past, and I think Congress
could pass legislation. For example, on the budget neutrality issue,
they have had a policy that when they approve demonstrations, it
should be budget neutral. And we have repeatedly found that that
is not the case. They approve demonstrations, and they end up
costing the Federal Government more. And then when we looked
at whether we are learning anything from the demonstrations, it
is not clear.

I think we have called for Congress to pass a law to require CMS
to make sure that there are clear criteria for approving demonstra-
tions that are budget neutral so it does not add to the costs of the
Federal Government without any measurable benefits.

In addition, on supplemental payments, the criteria for the use
of approving these and how they distribute the supplemental pay-
ments is a problem, particularly in what is called the “non-dis-
proportionate share.” The disproportionate share is mandated by
Congress. That is, for uncompensated care for hospitals or where
they have high concentrations of Medicaid payments. These are
payments over and above reimbursing them for the services. But
there are also a lot of these non-disproportionate share payments.
They have doubled over the past several years, and what we have
seen is that—and Brian mentioned this in his comment—they can
meet the State share by having provider taxes and other intergov-
ernmental transfers so that the local governments and provider
provide more money. That requires the Federal Government to
then match, and it does not increase the State share at all in that
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process. And it is not clear that the money is going to the people
who were giving the greatest service or the people who have given
more in provider taxes and payments up front. So there are ques-
tions of equity. We have some matters for Congress there.

So there is oversight and legislative fixes that you could do.

Senator CARPER. Thank you. My time has expired. Could we get
just maybe two quick points from Mr. Ritchie, just really quick?
Same question. Give us two. If you were us, what would you be
doing to follow on what Gene said? Very briefly.

Mr. RiTcHIE. I think that is the answer, more oversight. Our
focus is very much focused on prevent, detect, and enforce. I think
specifically for Congress, I noticed in the report that was issued
last week, touching on Mr. Dodaro’s last point, you mentioned
maybe limiting the safe harbor on the financing mechanisms. I
think that is something in Congress’ wheelhouse that could be
done. That is something that States, we have seen where they have
manipulated it and just shifted. I think any financing mechanism
that is considered or in place now, I just think you need to ask: Are
these dollars being well spent, and are they providing additional
quality care for beneficiaries? And in these cases, when we are
looking at it, it often seems like the intent is really to sort of shift
the burden, not to provide additional care. And another one, again,
prevent, detect, and enforce. On the enforcement side we partner
with the Medicaid Fraud Control Units (MFCUs) a lot, and I
know—I am not a MFCU expert, so I will throw that out there, but
I know with our office they work closely with our investigators, and
MFCUs enforce fraud and then they enforce the beneficiary abuse
and neglect. And they have a limitation on that side where they
can only do it in facilities. So on the home and community-based
services side, they do not have the authority to go after those cases.
So I think pursuing that, especially as the population moves more
there. In some of the group home work I mentioned before, we have
certainly seen a lot of potential abuse and neglect. To protect these
beneficiaries, the MFCUs could play a part to enforce that and en-
suria1 the safety, and that is something the Congress could help
with.

Senator CARPER. Thank you.

Mr. Chairman, it always comes back to the MFCUs.

Chairman JOHNSON. Apparently. Senator Hassan.

OPENING STATEMENT OF SENATOR HASSAN

Senator HASSAN. Thank you, Mr. Chair and Ranking Member
McCaskill, and thank you, Mr. Dodaro and Mr. Ritchie, for being
here today.

Thousands of Granite Staters rely on Medicaid for really critical
care. They use it to stay healthy, and they also use it to access sub-
stance use disorder services. As you know, New Hampshire has
been particularly hard-hit by the opioid epidemic, and Medicaid
has been a true lifeline for those suffering from addiction, which
is why Granite Staters were so adamant last year in their opposi-
tion to Republican attempts to dismantle the Medicaid program.

Last year Granite Staters and people from all across America
raised their voices and spoke out against Republican attempts to
cut and cap Medicaid. They recognized the importance of the Med-
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icaid program for kids, for families, for older adults. I will note that
after we expanded Medicaid in New Hampshire, the number of
cases in which people got health care and then could return to
work, having been sidelined by chronic illness, were substantial. So
protecting Medicaid’s integrity is critical to protecting the Medicaid
program for vulnerable populations.

I agree with your findings that CMS should be doing more to en-
sure that States are doing all they can to ensure the integrity of
the Medicaid program because millions of Americans rely on Med-
icaid for care. From the reports that form the basis of your testi-
mony, it appears that improving provider screening and analyzing
claims data for patterns of fraud would go a long way toward re-
ducing improper payments because most improper payments stem
from the conduct of providers rather than from Medicaid bene-
ficiaries.

Do both of you agree with that assessment? I will start with you,
Mr. Dodaro.

Mr. DODARO. I think so far the data indicates that, but that is
because most of the focus has been on the providers. They really
have not focused on the beneficiary eligibility area. That rate has
been frozen since 2014. They are planning now to start looking at
that in 2019 through 2022, so that we would learn more about the
beneficiary area. So I think both need to be attended to.

Senator HASSAN. OK. Thank you. Mr. Ritchie.

Mr. RITCHIE. I am sorry. Could you repeat the question?

Senator HASSAN. So the reports that form the basis of the testi-
mony that you provided, it appears that it is critical to improve
provider screening and analyzing claims data for patterns of fraud,
because most improper payments stem from the conduct of pro-
viders rather than Medicaid beneficiaries.

Mr. RiTCHIE. Yes, I do not know that we really have work specifi-
cally targeting that, but I would say our beneficiary eligibility con-
cerns are—our three recent eligibility reports that I referred to in
our testimony, those were cases where the State systems did not
work, and beneficiaries that did not meet the criteria were en-
rolled. So it was not a case of intentional fraud or anything like
that, but they were improper payments that were made to bene-
ficiaries who

Senator HASSAN. But I also just do not want to take the eye off
the ball that there are providers who are engaged in

Mr. RiTcHIE. Oh, absolutely.

Senator HASSAN [continuing]. Fraud and abuse, and I do not
want to be scapegoating beneficiaries who may think they are eligi-
ble, even if they are not.

Mr. RiTcHIE. I totally agree. And when I mentioned before our
prevent, detect, and enforce, I mean, prevention to us is by far the
key. If you can up front get an enrollment system, get an eligibility
system that keeps bad actors out, that does a thorough job of know-
ing who you are doing business with, we have seen cases where
States are not collecting the correct ownership information, cases
where someone gets terminated in one State and another State
does not have the data to tell so they can enroll there. So just a
consistent—again, back to the data theme, sorry, but to know that
these people are not there and keep the bad players out, it can pre-
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vent a lot of improper payments up front so you are not paying and
chasing them down.

Senator HAssAN. Well, thank you.

I do want to change to a different topic, Mr. Ritchie, because of
recent events. Like my colleagues who have spoken already about
this, I am outraged at the humanitarian crisis that President
Trump has created on our Southern Border. Pediatricians, psy-
chologists, and health professionals have been raising the alarm
about the irreparable harm, including brain development and long-
term behavioral health issues, that forcibly separating children
from their parents can cause. We must strengthen border security,
but we have to do that in a way remaining true to our American
values. And I think we all agree here that this is not about politics.
It is about our moral obligation to stand up and act in the face of
clear and absolute injustice.

The President created this crisis, and, unfortunately, his Execu-
tive Order (EO) seems to have created even more confusion at HHS
and other agencies scrambling to implement it. And then, frankly,
Secretary Azar yesterday further confused things by testifying that
in order for children to be reunited with parents who have asylum
claims, the parents have to give up the asylum claims, which is a
violation of so many fundamental American values that it is just
hard to grasp.

So, Mr. Ritchie, I am participating in formal requests to your of-
fice to review the Office of Refugee Resettlement’s (ORR) response
to the Administration’s practice of separating children and parents.
I know this is not your specific area, but as a representative of
your office, do you know whether you plan to investigate the re-
sponse to this issue of family separation?

Mr. RITCHIE. Yes, so you are correct, it is not my area. But I do
know a bit about this. I know it is a high priority within our office,
and I did—knowing, obviously, that this is such a high priority
there and that I was coming here today, I asked the people that
were doing it a little bit about it, so I can tell you what I do know.
We obviously have some past work on the ORR. Since 2006, OIG
has provided oversight of the unaccompanied alien children (UAC)
program operated by the Office of Refugee Resettlement. And what
we have ongoing right now and planned, we are planning nation-
wide work that is going to focus on the health and safety of the
children in the facilities. It is underway so the plan is in place. In
fact, we had sort of boots-on-the-ground investigators and auditors
last week at four facilities, and they are back now in the office
planning the work. We could certainly set up a briefing for you or
anyone else that is interested as soon as that work is ready, be-
cause we are concerned and want to have the oversight of that and
see how things are going.

We also are wrapping up some work at 11 facilities and looking
at the health and safety controls that were in place. That actually
is prior to 2018, but it is going to serve as the launching point for
new work but the data is prior to 2018, so it may not reflect the
current condition, but it will reflect some of the current work that
we will be doing.

Senator HASSAN. Well, thank you for the response, and thank
you for thinking ahead to this hearing and anticipating that we
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may be interested in it and asking about it. What I would ask is
that you bring a message back to Mr. Levinson and the rest of the
IG’s office. This issue, what is happening to these children today,
now, every minute, every hour, every day, every week, month that
they are separated from their parents is doing them irreparable
harm, and I would hope and expect that the Department
reprioritize as necessary to get not only boots on the ground to find
out what is happening, but also to develop a policy that is con-
sistent and reflects the urgency and the priority that the American
people place on reuniting these children.

Certainly the government of the United States of America can re-
unite 2,000 children—and it is a little bit over 2,000 children if
Secretary Azar’s testimony yesterday was correct. Certainly the
U.S. Government can find a way to reunite these children, even if
it means reorganizing and reprioritizing resources. So I hope you
will take that message back. I thank you for your testimony today.

Thank you, Mr. Chair.

Chairman JOHNSON. Senator Heitkamp.

OPENING STATEMENT OF SENATOR HEITKAMP

Senator HEITKAMP. Thank you, Mr. Chairman. And I apologize
I was not here during your testimony, but I can only imagine it did
not escape your notice that CMS, who is not here today even
though they have been invited, actually issued a couple press re-
leases yesterday with some ideas on how they could better facili-
tate stopping fraud, waste, and abuse. It is really unfortunate that
they are not here to have that conversation.

Chairman JOHNSON. Senator Heitkamp, let me just clarify. I did
speak with Administrator Verma, and she is happy to come in,
whenever we do a follow up hearing on this. So she is more than
willing to testify. So I just want to put that on the record. She of-
fered to do that, and we will certainly——

Een?ator Herrkamp. Well, is there a reason why she is not here
today?

Chairman JOHNSON. I just do not think she was prepared.

Senator HEITKAMP. That is even more frightening than she is not
here today.

Chairman JOHNSON. From my standpoint, I was happy to first
hear the testimony from GAO and the IG, and then we will follow
up on it. Again, it was a press release. I said it was a letter. It was
a press release and there is a fact sheet, and this is going to be
ongoing oversight.

Senator HEITKAMP. Well, time is wasting. —

Senator MCCASKILL. I think we need to be clear. She was invited
and declined to come and, instead of coming, issued a press release.
I think that is fair, and that is what the facts are, and I think it
is important to put those facts out there.

Chairman JOHNSON. I understand, but also the fact is she is will-
ing to come and testify in the future, and it will be the reasonably
near future.

Senator HEITKAMP. I get it, and I voted for her, and I think that
she is competent. But the bottom line is if she was not prepared
to testify in front of us, she should not have been prepared to send
out a press release.
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And so if I can just ask, have you had a chance, Mr. Dodaro or
Mr. Ritchie, to review her statements?

Mr. DopARO. My staff has, and they briefed me on it.

Senator HEITKAMP. And do you believe that this is a good start,
a finished product, or needs some work and collaboration to try and
create a network and a consistent amount of accountability for tril-
lions of Federal dollars and State dollars that are being spent so
that we can avoid fraud, waste, and abuse no matter who is com-
mitting it?

Mr. DODARO. Yes, we think it is a step in the right direction, but
much more neededs to be done. There are details that are not in
there that I would have expected to be included, some milestones.
There are some areas not covered, like supplemental payments and
demonstrations that I would have expected to be covered. We have,
as I mentioned, 83 recommendations that we have made to them.
They have implemented 25 so far. And the plan does not address
all of our recommendations.

So much more needs to be done. I think there needs to be more
aggressive and urgent oversight.

Senator HEITKAMP. I think that my point that I am getting at
is that when we look at this, we need a structure because if we just
deal with taking care of the waste, fraud, and abuse of today, there
are going to be other opportunities for waste, fraud, and abuse, and
we need to know who is accountable and how we are going to hold
people accountable for making payments that are inappropriate,
putting people on Medicaid rolls or Medicare rolls that is not ap-
propriate. We have to get a handle on this.

I do not disagree with the looming problem, and the low-hanging
fruit in taking care of our health care costs on the Federal Govern-
ment is stopping waste, fraud, and abuse. And, I can tell you, when
I was the Attorney General (AG), there was this collaborative proc-
ess with State Attorneys General. Where did that go? What do we
know about a structure that is in place, working with the State,
auditors with the State Inspectors General, to try and get an over-
all plan so that we can have meaningful accountability?

The frustration that I have is that we come here and we are
picking around the edges and getting distracted without really
thinking about the overall structure of oversight. And, it is not ac-
ceptable that the recommendations from GAO have not been re-
sponded to. This is a big-ticket item, behind national defense and
is probably going to loom bigger than national defense. We have to
get ahead of this. And to me, the frustration that the American
people have is that they are willing to give people some help. They
are willing to recognize that providers needs to pay the bills. But
they do not want this money wasted.

And so, when you look at structure, Mr. Dodaro, and you think,
OK, we have these State agencies, they have responsibility as well.
Fifty percent in North Dakota of this money that is spent on Med-
icaid 1s State-based money. Where have been historically the gaps?
Who have you seen on the State side do an excellent job in holding
people accountable? And has the Federal Government learned from
State audit programs on what we could do more effectively?

Mr. DODARO. Yes, well, one of the biggest gaps has been that the
State auditors have not been involved on a regular basis. This is
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one of the points that I have made. In fact, I have brokered meet-
ings between State auditors and CMS in order to make sure that
they are brought into the program. A lot has been focused on the
Attorneys General and the fraud units in the States, but not the
State auditors. The State auditors need to be involved much more
in this program. They are willing to do it, but they need to be
brought into the structure. They need to be compensated. They can
have a big effect on this issue.

Senator HEITKAMP. And another place where we share revenue
in Minerals Management Service, we have an audit program that
is pretty robust to try and make sure that people are paying the
appropriate royalty, there is a great example of Federal-State col-
laboration where you know who has the lines of authority and who
has oversight over those lines of authority. So it is not like we are
without examples on how we could do this better.

Mr. DODARO. Right.

Senator HEITKAMP. The problem that you have with AGs is that
assumes automatically all fraud, waste, and abuse is criminal or
that you are going to take it criminal.

Mr. DODARO. Right.

Senator HEITKAMP. Do you think there is appropriate civil pen-
altieos for fraud, waste, and abuse to provide a substantial deter-
rent?

Mr. DobpARO. I do not know offhand to be able to answer that
right now. I could provide something for the record.!

Senator HEITKAMP. Maybe, Mr. Ritchie, you know if instead of
just having to go the very aggressive action of filing an indictment
and prosecuting people versus, no, do not do that, repay the money,
is there an effective system of civil penalties?

Mr. RiTcHIE. That is not my area of expertise. I do know our of-
fice works with the MFCUs who can pursue cases, and I know our
office has civil remedies, civil monetary penalties and exclusions
and things like that available. So I believe they can do some of
that, but I could get you a better answer and consult with my col-
leagues and get back to you.

Senator HEITKAMP. I think it is important that we not ignore
some additional legislative tools, whether it is additional incentives
to work with the States, additional incentives, and then putting to-
gether with the recommendations at HHS a robust and very clear
line of authority on audit responsibility so that we are not picking
around the edges here, that we are actually creating a program
that will solidify the frustration that the American public has and
the frustration that we have, that we are not getting at waste,
fraud, and abuse as effectively as what we should.

Mr. DoDARoO. I agree. I think the other biggest gap in this whole
area—and I mentioned this in my opening statement—is the man-
aged care portion of Medicaid. The managed care contractors have
not been audited on a regular basis. There is rule out to start au-
diting them, but that is half of Medicaid spending. So the known
overpayments right now are mostly in the fee-for-service area, and
the beneficiary eligibility audits have been frozen since 2014. So
there are huge gaps in knowledge about the extent of the program

1The information submitted by Mr. Dodaro appears in the Appendix on page 170.
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]iont?lgrity issues in the Medicaid program, and much more needs to
e done.

I agree with you, they need an overall plan, and they need to be
held accountable for it. And there are more resources that need to
be available, including the State auditors.

Senator HEITKAMP. And if I can just make one final comment,
when you do not do those audits, you do not see the patterns in
behavior that either could be deterred or they could be, in fact,
prosecuted and deterred. And so that is why it is really important
that these audits be current, that these audits see trend lines, and
that we actually take the appropriate action to do prevention,
whether it is on the benefit side, whether it is on the provider side.
This is incredibly frustrating to me because it should be the most
robust audit program in the Congress and in the Administration,
and it seems to me it is not.

Mr. DoDARO. Well, that is why it has been on our High-Risk List
since 2003. It is also why I am here today instead of sending an-
other GAO witness because I am personally concerned about the
program integrity issues of Medicaid and its expected continued
growth of 5.7 percent a year. As I mentioned earlier, by 2025 the
estimated total government spending, Federal and State, on this is
knocking on the door of $1 trillion a year. And it is a very impor-
tant program. I agree it is a critical service that needs to be deliv-
ered. But we need to get a better handle on the integrity of the pro-
gram to make sure that we are not wasting money that could be
better used to provide legitimate health care services.

Senator HEITKAMP. I appreciate so much what the IGs do and
what you do, Mr. Dodaro. You guys are doing work. We hope you
are just not hollering into the empty well, that someone is actually
Estening to you and taking your advice, and that is why we are

ere.

Chairman JOHNSON. Let me clarify because I do not want to be
putting words into Administrator Verma’s mouth. She was not
available. OK? About a month ago, she had to go to her child’s
graduation. My assumption is that when I say “not prepared,” not
far enough along in the process to really have the testimony be all
that particularly valuable at this point.

Now, trust me, I wish years ago, whoever the CMS Director or
Administrator was further along in the process. So from my stand-
point, this is progress. She has agreed to testify in the future. We
are holding this hearing to define the problem, to put pressure on
CMS to come up with—OK, we got the fact sheet. We have a little
bit of a game plan. We are going to want to see more meat on the
bones of that fact sheet.

So this is why we do this. We do put hopefully cooperative pres-
sure on the agency to finally start doing this, and it has not been
done since 2003.

Senator HEITKAMP. Mr. Chairman, if I can just say, I would be
more sympathetic if she had not conveniently released a press re-
lease yesterday. I would be more sympathetic. I would say, “Fine,
she is taking this seriously. She wants to come up with a robust
plan.” Instead, it seems to me that what happened here was, “Oh,
this is going to get talked about, so I need to have some talking
points about this,” instead of actually sitting down with us. She in-
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herited this mess. I get that. But this has to be a priority. I talked
to her about this as a priority. And so my frustration is then do
not issue a press release.

Chairman JOHNSON. Again, I appreciate the heat you are putting
on CMS. I am putting on the same heat, OK? And so this is good.
This is exactly what we should be doing. We are providing over-
sight, and it will be interesting when she does come to testify, and
it will be a matter of do we want it in a month, do we want it in
2 months. We will work together with you on that.

Senator HEITKAMP. I want a plan.

Chairman JOHNSON. So do I.

Senator HEITKAMP. And I want it sooner rather than later.

Chairman JOHNSON. Right. I want a lot of meat on the bones of
that plan. I think our witnesses do as well. Senator Jones.

OPENING STATEMENT OF SENATOR JONES

Senator JONES. Thank you, Mr. Chairman. And thank you to
both the witnesses for being here. I apologize for having to attend
another hearing on health care costs in the Health, Education
Labor and Pension (HELP) Committee.

I want to just follow up a couple of things. One, I want to echo
what Senator Hassan said about what is going on at the border
and families. I do not need to repeat all of that. I share every con-
cern that she expressed. I really appreciate that she did that. And,
Mr. Ritchie, I appreciate, as she said, your anticipating some of
these questions.

My one quick question to you on that is: Will any of your follow
up work on that issue with what is going on down there, will that
also be looking to see whether or not the Administration is com-
plying with the injunction that was issued yesterday concerning
the time limits given to bring these families back together?

Mr. RiTcHIE. That I am not sure because, again, they were just
out last week looking, and they are developing the plan now. They
are probably meeting back in the office as we speak. So, again, they
can provide a briefing in the very near future, as they do it, but
the plan is being developed, so we can certainly take that into con-
sideration as they go. I know they want to do as thorough of an
approach as they can. It is a plan in development, because the
work that they have completed is based on prior to 2018. And the
other thing that I did not mention before is we do have reports that
come in from ORR—we have been getting them since 2014—of seri-
ous incidents of abuse and neglect that occur, and we meet with
ORR leadership on an as-needed basis on those. But, some of that
could factor into it, too.

But, again, I am sorry, not my area. I am not part of the plan-
ning, and so I am not well informed enough to answer that. But
the plan is being developed as we speak.

Senator JONES. All right. Mr. Dodaro?

Mr. DODARO. Yes, Senator Jones, Senator Hassan, we have been
asked at GAO as well to look at the process for tracking these chil-
dren in custody. We got the request this week. We immediately are
starting the work in that area. So we will be happy as that work
proceeds to follow up with you as well.
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Senator JONES. All right. Great. I appreciate that from both of
you and urge you to do that. I think that that is one of the top pri-
orities that we ought to have as a country, and the Administration
and Congress ought to both have there.

I want to then just briefly follow up from Senator Heitkamp’s
speeches, because I share those same concerns. I am a former pros-
ecutor in Alabama. I have also had to defend cases of fraud and
abuse. And so the whole issue of fraud and abuse is an important
one.

Mr. Dodaro, you said, in response to the letter that CMS issued
yesterday, that you would have liked to have seen more details,
that you would have expected to see more detail. You also men-
tioned something about aggressive oversight, and I would like for
you, if you could, for the record today just expand on that a little
bit, of what you would have expected to see in that letter, the de-
tails, and I know you have a lot of recommendations, you cannot
go through them all. And then also kind of expand on your com-
ments about aggressive oversight.

Mr. DODARO. Yes. First, there is a section in the plan that talks
about improving the quality of information—accuracy and com-
pleteness of information. I would expect to see more on how they
are planning to make sure that it is comparable across the States,
how they are going to use it for oversight and some milestones for
when these things will occur over a period of time. As I mentioned
earlier, and Brian has mentioned several times, the lack of com-
plete and accurate information is an impediment to oversight. So
it isdimportant that it be done on an aggressive schedule going for-
ward.

I would have expected to see more in the plan about the supple-
mental payments which are payments, made for uncompensated
care and other things, to respond to our recommendations about
making sure they are economical and efficient payments based on
good data from the States. And, that the money is actually going
to the right people as it is demonstrated within the area.

I would have expected to see more on the demonstration projects
that we have said have not been budget neutral, and the evalua-
tions have not been thorough. We are not learning a lot from the
demonstrations, even though they are costing more Federal money
than they were supposed to in those areas.

I would have expected to see more on use of State auditors. I
have had this discussion. They have had some discussions with the
State auditors, but there is no plan to use the State auditors. In
some of the States, as I am sure you are well aware of, Medicaid
is over a third of the total spending for the States. The State audi-
tors should be involved on a robust basis, and it is in the Federal
Government’s interest to encourage them to do that and provide
some resources for them. I think it will be a great return on invest-
ment.

One other thing is beneficiary eligibility determinations, which
they have had on hold. By the time they start it, it will be 5 years
since they have really done any audits of beneficiary eligibility de-
terminations. They are planning to do it over a 3-year cycle. There
is no reason that this cannot be done on a faster basis if they apply
additional resources. I think waiting until 2021 to finish all the
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States is too long, given the fact that Medicaid spending during
that period of time is going to grow 15, 20 percent, and still be on
the rise.

So these are the things that I mean about being more aggressive,
and with the actions that they have said, including other actions
and moving faster.

Senator JONES. OK. Well, thank you very much for that. My time
is winding down. Mr. Chairman, I may have some other questions
for the record. I would like to just make two points.

One—and I continue to do this every time I get a chance—my
State did not expand Medicaid. We left a lot of money on the table,
and I have people in my State—we have a very poor State. We
have a very unhealthy State. We have a lot of people in my State,
200,000 or so by every estimate, that could have benefited from the
expansion of Medicaid, not to mention the economic value that
would have been brought by bringing those dollars in and expand-
ing those health care deliveries in the areas of my State that need
it so badly. We are losing health care providers in my rural Ala-
bama left and right.

The last thing—and, Mr. Chairman, I appreciate the charts here.
Those are always very helpful. You are very good at that, by the
way. I would note an interesting comment from the hearing that
is going on in the HELP

Committee on the same issue about driving down health care,
that these charts and all at the end of the day on who pays, it is
the American taxpayer. That is why it is so important. That is why
Senator Heitkamp was so animated about the fraud and abuse and
the way we do this and why we should be involved, because at the
end of the day, whether it is government, whether it is insurance
or out-of-pocket, it is our constituents who are paying for the
health care and everything we are doing.

So, with that, I will yield the remaining 27 seconds. Actually, I
am over.

Chairman JOHNSON. Trust me, I understand we all pay it. It is
just the form of payment. That first chart was really talking about
what you pay directly to the provider.

By the way, I actually should have brought our more extensive
report on just health care spending where we have a lot more
charts. So we will make sure you have that in your office. Senator
Daines.

OPENING STATEMENT OF SENATOR DAINES

Senator DAINES. Chairman Johnson, thank you, and Ranking
Member McCaskill for having this hearing and compiling this very
important report. I am very appreciative of the dedication of the
Committee to uncover these areas for improvement in the Adminis-
tration of Medicaid, which, as we know, is experiencing sky-
rocketing costs.

Mr. Chairman, this chart here, this reminds me of a steep ski
jump in Montana, looking at not only where we are at but where
we are going to be in the next 10 years.

Chairman JOHNSON. One I would not want to go down.

Senator DAINES. This would be one that my boys would be ex-
cited about in a terrain park. I can tell you that.
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Taken by itself, the waste and fraud of the Medicaid program
nearly exceeds the entire budgets of the Department of Agriculture
(USDA), the Department of Commerce, and the Department of In-
terior (DOI) combined. I think about how we battle here for, for ex-
ample, the full funding of Land and Water Conservation Fund
(LWCF) with some $37 billion of overpayments. So the interest on
that alone could fund LWCF fully. I hope we could make some
progress on addressing Medicaid’s soaring expenses so that we can
protect taxpayers and safeguard the program, this important safety
net for those who truly need it the most.

Mr. Ritchie, Homeland Security and Governmental Affairs Com-
mittee (HSGAC’s) oversight report pointed to structural incentives
in Obamacare and Medicaid expansion for States to enroll as many
people on the program as possible. The report cites the ACA State
reimbursement formula, which is driven by the number of enroll-
ees, and Medicaid’s 100 percent cost coverage in the first 3 years.

Do you agree with the report’s assessment that these financial
incentives may result in States adding people to Medicaid who do
not truly meet eligibility requirements?

Mr. RiTCHIE. We have not done anything looking at the incen-
tive, but I would say we have done the recent eligibility reports
that we mentioned in our testimony and that I mentioned earlier,
and with those eligibility reports, we found that people were cer-
tainly enrolled that were not eligible. So there is a concern there.

Also, with the increased 100 percent Federal Medical Assistance
Percentages (FMAP), or Federal matching funds we have done, this
is not the first time that Medicaid has been set up where they have
paid at one level for a service versus another level, and we have
a history of work where we have looked to see if the payments have
been appropriate. We have seen where they have offered those in-
creased payments, there have been inappropriate payments where
things have been submitted at the higher level versus the other
level. So certainly the past has shown work where an increased
Federal participation has led to improper payments. So from our
perspective, we follow a risk assessment. We see that there is cer-
tainly risk there. And from an eligibility perspective, regardless of
the policy decision of whether it is 100 percent of Federal poverty
level or 138 percent, we think the rules need to be followed, that
the right beneficiaries need to be enrolled, and that is clearly not
happening right now.

Senator DAINES. Well, I mean, just look at it. If you are a State
and you are held accountable, like most States are for balancing
their budget, which we are not held accountable for here, I just tes-
tified in front of the Select Committee on Budget Reform that
needs to be done. It just continues to baffle me that Washington,
DC., is not held accountable for a balanced budget but the States
are. And because the States are, if you give an incentive to the
State where they can offload for that FMAP, in Montana, 67 per-
cent FMAP, take either that number covered by the Federal Gov-
ernment or move to 100 percent, what is the incentive? Do you
think that could maybe factor into a State’s decision to move more
folks in Medicaid expansion because it is not costing the State any
money for a period of time, at least for 3 years? And then it is 90
percent after that.
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Mr. RiTcHIE. Right. But, again, I mean, we do not look at the po-
litical decision of doing that, but we do look at the criteria, and——

Senator DAINES. And I am not saying it is a political decision. It
is just, if you are looking at the math

Mr. RiTcHIE. Right, but there is different criteria for each cat-
egory, so people that—like when we did our eligibility determina-
tion reviews, we found cases where people would have qualified for
the standard Medicaid, but they were determined to be in the high-
er Medicaid, so that was an issue. We did not find it was outright
fraud. We found it was system and human data entry errors that
led to it. But our audit also was not designed to do that. But if they
meet that 138 percent and they qualify for one category, the 100
percent, they meet the other category.

Senator DAINES. Mr. Ritchie, for fiscal year (FY) 2017 GAO found
that Medicaid overpayments were $36.4 billion. If Medicaid grows
at its current expected pace to $900 billion by 2025, overpayments,
kind of using the rough percentages there, it could be as high as
$55 billion. I applaud CMS for yesterday announcing initiatives de-
signed to improve the Medicaid program integrity by taking a more
active role in auditing the program.

As Administrator Verma’s Medicaid Integrity Initiative begins,
Mr. Ritchie, what do you believe are the keys to its success?

Mr. RiTcHIE. Well, I agree with GAO that I think it is a step in
a positive direction. I have not had a lot of time to sort of go
through, and it did not have a lot of the details there, but I know
in working with CMS it is reflecting some of the work that we have
done and that we have recommended. I think they are taking posi-
tive steps there. I think a lot more needs to happen and more de-
tails need to be there. But, again, our key issues and the key
things they need to do, the most important is prevent, is up front
making sure that the fraudulent providers, providers that should
not be in the program are prevented from getting in, and then you
have prevented improper payments up front, making sure along
the lines of the prior question that eligible beneficiaries are in and
the dollars are being spent on the people that need to and deserve
to be in the program. And then data has been a big theme of our
discussion today and what I brought up, having improved data is
it allows everyone that is providing program oversight to actually
identify and detect the issues of fraud, waste, and abuse quickly;
and then once you find them, enforce it, deal with it quickly, re-
cover the money, and put added safeguards in place to prevent ad-
ditional future payments.

Senator DAINES. Thank you.

I want to ask a question of Mr. Dodaro here before I run out of
time. In fiscal year 2013, Federal and State Medicaid cost tax-
payers about $287 billion, just a little less than that. But the pro-
gram double its expenses to $596 billion.

Are you concerned that there has been an increased overpayment
and fraud following the States’ expansion of Medicaid?

Mr. DODARO. I am concerned that the full extent of program
risks in the Medicaid program have not been adequately deter-
mined, and by that I mean that part of the growth has been in the
managed care portion of the program, and there have been no au-
dits of the managed care providers except a few that the State
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auditors have done and some other ones, and the IG. The bene-
ficiary eligibility determination rate, improper payment rate, has
been frozen at 3.1 percent since 2004. So there is no real good in-
formation about whether or not the beneficiaries’ determinations
have been done properly under the expansion program, because
that program has been suspended. So I am concerned about this.
That is why I am here today urging greater attention to this very
important issue. And the growth in Medicaid is expected, by the
CMS Actuary, to be 5.7 percent a year. And as you mentioned and
we have in our report, by 2025 it will be knocking, total costs, on
the door of about $1 trillion.

So there must be greater attention to this program to ensure the
integrity of it and its sustainability over a long period of time.

Senator DAINES. Thank you, Mr. Dodaro, and thank you for re-
maining concerned, and I ask that you continue to remain con-
cerned. I appreciate it.

Mr. DopARO. Thank you.

Chairman JOHNSON. I want to pick up on two lines of Senator
Daines’ questioning, first of all, the beneficiary eligibility. I think,
General Dodaro, you said something, we have really not looked at
it. Isn’t it basically true one of the reasons we have not really dug
into the eligibility is because that match with the States, we pretty
well relied on the States having the incentive to police that them-
selves because they are spending money as well. Is that kind of one
of the dynamics? And then, of course, when you expand Medicaid
and it is a 100 percent match, now you literally have given them
a great incentive to sign up people that necessarily are not eligible,
which is why in the IG report and we have highlighted in our re-
port, for example, in California, about $1 billion worth of Medicaid
funds for 445,000 ineligible—isn’t that kind of dynamic going on
here? In the past we just really relied on the States spending
money. They are not going to want to spend money on ineligible
individuals because they are having to pick up about 40 percent of
the tab. But now with Medicaid expansion, they have every incen-
tive to sign as many people up as possible. Do you want to com-
ment on that?

Mr. DoDARO. Yes. The Affordable Care Act required greater
screening of both providers and there were new eligibility deter-
minations for beneficiaries as well.

Now, from my perspective, when you introduce new require-
ments, there is every reason to believe that there needs to be a
greater oversight during that period, not less. CMS took the ap-
proach that basically the States need time to adjust to these new
requirements over time, so CMS was not going to go in and take
a look until States have had time to adjust. I do not agree with
that. I do not think that was the right approach. When you make
changes, you should be looking more at the internal controls that
are in place to make sure that those new changes are implemented
properly so you can take timely action. But that is water under the
bridge at this point. And so this is why I am saying that when they
startin 2019 they are going to take one-third of the States over a
3-year period until they cover all the States.
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My belief is we should do more, have a more aggressive strategy.
During that 3-year or 4-year period, by the time everything is done
costs are going to increase over the period of time.

So that is the reason that we are where we are at this point,
from what I understand.

Chairman JOHNSON. When I talked to Administrator Verma, I
had asked her who is going to be doing the auditing, and my bias
would be engage private sector auditors. There are plenty of them
there in every State and in every community. So she said they
were going to do that. Let us hope so. And if they are doing that,
they can cover all 50 States immediately.

Mr. DoDARO. They should use the State auditors. I mean, you
are sitting next to a former State auditor over here, and

Senator MCCASKILL. And it would not be that hard to put into
the single audit protocol.

Mr. DoDARO. Right. They are already auditing it and the State
auditors know this program better than anybody.

Senator MCCASKILL. Yes.

Mr. DopArRO. And I have dealt with the State auditors for
Louisian, Mississippi, and Massachusetts. They have started on
their own, because I have been encouraging them to get more in-
volved. But if they are given proper support and resources, you
could help prevent a lot of these program integrity problems. And
I would encourage the Congress to

Chairman JOHNSON. But the bottom line, there is no reason to
do a third, a third, a third. There is really no reason to wait. Let
us do now and do all 50 States.

Mr. DopARO. Yes, well, they are doing it based upon their own
resources, not figuring how you could deploy resources and exper-
tise that is already there resident in each State. And each State’s
program is different.

Chairman JOHNSON. So clarify the managed care point. You are
saying we are frozen. Describe what you are talking about. What
is frozen at 3.1 percent?

Mr. DoDARO. The beneficiary eligibility determination is frozen;
there are three components of the improper payment rate. There
is a fee-for-service component, and I think the latest is about 12.9
percent error rate. And that is where most of the $36 billion in
overpayments come from.

Chairman JOHNSON. That is what you can measure?

Mr. DoDARO. Yes. The second part has been in place for a num-
ber of years.

The second component is managed care. The managed care com-
ponent of this is set at 0.3 percent, which is what they figure, be-
cause nobody is really auditing the managed care providers on how
they are providing services. They just have been looking at whether
or not the States are providing the money to the managed care pro-
viders, the organizations, but not the actual provision—delivery of
services, whether the services were medically necessary, whether
they are following all the right rules or procedures. So no one
knows.

Chairman JOHNSON. So, again, what set—I mean, describe what
is the set point. What does that that do?
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Mr. DoODARO. The set point is in the beneficiary eligibility at 3.1
percent. The managed care rate they do every year, but they are
not measuring everything that needs to be measured. That is the
difference between the two. They froze the beneficiary eligibility de-
termination at 3.1, which is what it was in 2013, I believe, or 2014.
For the medicare managed care portion, they do an estimate every
year, but it does not measure everything that needs to be measured
for half of the program expenditures.

Chairman JOHNSON. So another thing I wanted to clarify—and I
am going to dig into that further. You talked about demonstration
spending, not budget neutral. It is about a third of spending. From
2016 to 2018, you said there was a carryover of $100 billion. Just
again make me understand that.

Mr. DODARO. Yes, because they are not going to allow them to
carry over the expenditures. When they approve a demonstration,
they agree in a State of what the spending limit could be. So if the
State, let us say, just for theoretical purposes, sets the limit at $20
billion, but they really only spend $18 billion, they get to carry over
the $2 billion into the next year. Now they are not going to allow
them to accumulate all that and you cannot carry over all of it, and
so they are limiting it. As we said that that it is raising the costs
of the program to the Federal Government without a good basis.
So they have stopped this practice.

Chairman JOHNSON. So it really is use it or lose it, which creates
its own incentives. But that is better than having this simply not
being able to spend the money and then just banking it in the fu-
ture.

Mr. DODARO. Yes, particularly if the spending limit that they set
was based in some cases on hypothetical services and hypothetical
costs that was not the actual costs that they had before.

Chairman JOHNSON. OK. I do want to get into State gimmicks
before we close out this hearing, but I will turn it over to Senator
McCaskill.

Senator MCCASKILL. I would like to first briefly talk about the
fact that we are not doing screening and enrollments, even though
we passed a law requiring it. It began to be a requirement in 2011,
and the States are supposed to be screening and looking at enroll-
ment requirements for the providers.

Comptroller, your colleagues previously testified in the House
that the requirement for screening and enrollment for Medicaid
providers prevents improper payment and reduces fraud. Your col-
league Ms. Yocom stated, “If you can screen and enroll and ensure
your providers act in good faith, you have managed most of the
fraud. A beneficiary alone trying to commit fraud needs a complicit
provider. So focusing attention on ensuring good screening and en-
rollment process is critical.”

Do you agree with her statement? And what we can be doing,
what can CMS be doing to require these States to do a better job
on screening and enrollment of various providers that are looking
to be able to collect Medicaid dollars?

Mr. DoDARO. Yes, first of all, I agree with Ms. Yocom. She is sit-
ting right behind me.

Senator MCCASKILL. Thank you, Ms. Yocom.
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Mr. DODARO. She is my best adviser on this issue and is very
knowledgeable of the program. She is absolutely right. We have
made many recommendations to CMS to make more databases
available to the States.

Now, one novel thing that is in the plan CMS—or the press re-
lease from yesterday is the offer for them to do some screening for
the States on the providers as well, and I think that could be help-
ful if implemented properly as well, because they can access more
databases. So we have been trying to make sure that they give
more databases to the States for screening purposes.

For example, on Medicare, there are some of the same providers
in both programs, and you can use the experience with the Medi-
care screening to help Medicaid as well. So that has been one of
our recommendations: to improve the accuracy of the databases.
We have been trying for a while to get better, more accurate Death
Master File (DMF) information to the States as well. And it is par-
ticularly important that CMS help because beneficiaries may move
from State to States.

Senator MCCASKILL. Correct.

Mr. DODARO. So those are some of our recommendations. I can
provide a detailed list for the record.!

Senator MCCASKILL. That would be terrific.

And since you spoke of Medicare, it is my understanding that the
improper payment percentage is higher in the Medicare program
than it is in the Medicaid program.

Mr. DopARO. That is because they have better measurement
techniques. I think the Medicare program has good methodologies.
They do regular reviews. They check on whether or not the service
was medically necessary and take samples. They take national
samples every year. So they have a much more robust program
than the Medicaid program, and it is a little easier because it is
a national program as opposed to each State having its own dif-
ferent design for the Medicaid program.

So to be fair, it is more complicated to do it in Medicaid, but
Medicare has a very good program. In fact, what we did, we looked
at the TRICARE program at the Department of Defense (DOD) and
compared what they were doing to measure their improper pay-
ment rate to Medicare and found that DOD was not doing any-
where close to what Medicare is doing, so we recommended they
improve their methodology.

Senator MCCASKILL. Well, the fact that the States all have dif-
ferent programs and that we have the high improper payment
number that we have and it is growing, it certainly would be one
point that you would want to make if we were going to be block-
granting the money, because if we block-grant the money, then we
lose all controls, not just dealing with perhaps different scenarios
or provider taxes based on the State but, rather, a situation where
we would just send the money out and trust them.

Mr. DODARO. Yes, it depends on how you design it. If you capped
it and said, OK, this is all the money that you are going to get,
then there is an incentive—part of the issue here has been an in-
centive issue because of the Federal match.

1The information submitted by Mr. Dodaro appears in the Appendix on page 171.
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Senator MCCASKILL. Right.

Mr. DODARO. Senator Daines pointed this out, and he is exactly
right.

Senator MCCASKILL. Right.

Mr. DoODARO. The incentives have not all been aligned properly,
and I think a lot of the State attention to this has increased, par-
ticularly in the expansion States, as they see it is rapidly growing,
being a bigger portion of the budget, the Federal match is going to
start tapering off from 100 percent——

Senator MCCASKILL. To 90, though. It never goes below 90.

Mr. DopARO. Right.

Senator MCCASKILL. Assuming the law does not change.

Mr. DobpARO. Right, but they still see that they need to do more
in this area. That is why the State auditors are beginning to step
up.
Senator MCCASKILL. That would be great.

I want to turn to a report you did back in 2011, and what you
did at the GAO in 2011 is you looked at application and coverage
denials in the individual health and insurance market. And I have
gone back and looked at that because we now have this Adminis-
tration going to court along with the Attorney General of my State
asking the courts to do away with the preexisting condition protec-
tion along with many of the others—capped payments and the abil-
ity to charge women more for insurance just because they are
women. There is a variety of protections that we have in there for
consumers that this Administration is now actively, along with
these Attorneys General, trying to get rid of and make sure that
they completely go away.

I would like you to talk about the sources of information you
used for your 2011 report, if you could give us that. What data did
you use to determine the level of coverage denial in the years be-
fore, immediately before we put the ACA protections in?

Mr. DODARO. As I recall, and I will provide the details for the
record,! but we used data that HHS had been collecting. We also
went to a few States to see if they had better information since
they have delegated responsibility for a lot of insurance issues. And
then we also had information from the American health insurance
industry as well. So we had those three sort of data sources.

Senator MCCASKILL. And your review found there were two
kinds of denials. There is an application denial.

Mr. DoDARO. Right.

Senator MCCASKILL. And I put into the record and I would ask
it be put into the record in this hearing also Humana’s document2
that listed 400 diseases that required application denial, along with
a number of occupations, including air traffic controller, steel-
worker.

So there is an application denial and then there is a policy they
were writing that allowed them to do a coverage denial. So if you
had, for example, a heart condition, they might insure you, but you
would have to pay out of your own pocket for anything having to

1The information submitted by Mr. Dodaro appears in the Appendix on page 179.
2The Humana document referenced by Senator McCaskill appears in the Appendix on page
127.
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do with your heart condition—in other words, completely incom-
plete insurance, and that was called “coverage denial.”

So on the application denial, do you recall what the denial rate
was on average for people who were trying to get insurance?

Mr. DODARO. Yes, the national figure we had was 19 percent, but
it varied among insurers.

Senator MCCASKILL. OK. So some insurers it was higher,
some

Mr. DODARO. Some of it was up to 40 percent or more. Others
were 0 to 15 percent. So there was a lot of variation, but the over-
all national average I believe was 19 percent denial.

Senator MCCASKILL. So one in five people that tried to get insur-
ance were denied the opportunity to get insurance because they
had been sick before. Is that an accurate finding of your report
prior to the ACA protections?

Mr. DODARO. Yes, that is, with certain limitations. I mean, we
do not know whether or not they applied somewhere else and got
coverage or whether they actually ended up getting coverage but
had a higher premium rate. So there was not a lot of good data
available. We had what was available, and it is appropriately
caveated in the report. But that is what we said.

Senator MCCASKILL. And what about the denial of coverage?
What did you find as it related to the denial of coverage?

Mr. DoDARO. That was very detailed, very specific. I do not have
a good answer for that at an aggregate level as well. But what I
recall on the application denial side, the 19 percent, it was not real-
ly clear why they denied it. So the only other data that was avail-
able at that point was from the America’s Health Insurance Plans
and what they said was that the denial rate was much higher for
medical reasons than non-medical reasons, for example, you were
not in the right geographic area. So that was abouyt 1 percent.
About 13 percent of the denials were because of medical conditions
and their underwriting status.

I can give you for the record the coverage denial detail from that
report.1

Senator MCCASKILL. I just wanted to bring it out because I think
people forget—I mean, there was not an effort to pass the ACA be-
cause all of us were trying to make people’s lives miserable. The
effort was to try to give consumers some protections from some
gross abuses that had grown up in the industry, and people were
really searching for coverage and could not find it, could not get it.
So I think it is important that we remember that in context and
that we not throw out the preexisting condition protection unless
and until we can come up with something that will replace it with
the same level of protection.

Thank you, Mr. Chairman.

Chairman JOHNSON. And we will enter that Humana report in
the record.2

Senator MCCASKILL. Yes.

Chairman JOHNSON. Not a problem.

1The information submitted by Mr. Dodaro appears in the Appendix on page 180.
2The Humana report appears in the Appendix on page 127.
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I have only really got one more line of questioning here. It really
does have to do with what sometimes is referred to as “State gim-
micks.” We refer to it in our report. I am talking about, for exam-
ple—perfectly legal but it ends up costing the Federal Government
more money and certainly increased the percentage of the Federal
Government’s match to the States. I am talking about, for example,
State sales taxes or loans the State makes to cities that they
claim—they get reimbursement at their match rate, and then they
pay the loan back to the State.

Do you have a sense of how much those and other, I would call
them, “gimmicks” really cost in terms of additional Federal spend-
ing?

Mr. DoDARO. We have had some examples that we did in reports
over the years, but no one really knows because CMS does not real-
ly collect the type of information necessary to make those deter-
minations. That is part of our recommendations, is to have more
information about what the sources of those funds are every year.
There are supposed to be limits on how much they need to raise
from local governments. For example, the State share is supposed
to only gather up to 60 percent of their fair share from local pro-
viders or other sources, and no one knows whether that limit is
really met on a regular basis. And that is one of our recommenda-
tions.

I know Brian has done some work in that area, too. I am sure
he has something to add.

Mr. RITCHIE. Again, we do not have it quantified either, I think
for the same reasons. We have reports out on a few States. Re-
cently we have some ongoing work looking at the safe harbor and
it is mentioned in your report. But I think the same issues, that
it is just not being tracked, that we see this, and that the safe har-
bor may be met, but then that still allows the general process of
the shifting of funds. And back to a point I made earlier, I think
just for us the general intent is the dollars are spent. We just
think—asked the question: Is this leading to better care for bene-
ficiaries or is this leading to a shift in resources? And it is hard
as an IG because it is not necessarily violating rules. The rule in
place right now is it is up to the 6 percent. But if you look at it
we are able to track it from an audit standpoint look and see a pro-
vider paid taxes, then the Federal share came in, and when the ad-
ditional resources were sent, the supplemental payments went
back; and the net effect is the Federal Government paid and the
State really did not sort of come out any worse. It was sort of a
net zero effect.

Mr. DODARO. Yes, the other thing

Chairman JOHNSON. The States actually come out quite a bit bet-
ter.

Mr. DODARO. Oh, yes.

Chairman JOHNSON. Yes. So is it measurable?

Mr. Doparo. If you have the data, you could measure it. And
they should have the information to check.

Chairman JOHNSON. So is that something if I wrote either one
of your gentlemen or both of you a letter, would you commit to
doing a study on that to try and quantify it?

Mr. DopAro. We could see——
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Chairman JOHNSON. Who wants to volunteer?

Mr. DoDpARO. Yes, we could see if it is feasible to do.

Chairman JOHNSON. OK.

Mr. Doparo. We can go back in and look at a sample of States,
for example, and try to measure it that way. But it will take a
while to do it because the data is not readily available, and you
would have to go in and take a look at it. But I think we could do
a study, but we have also got open recommendations that you could
support, have CMS collect this information, because unless they
collect it and do something with it, our study is really not going
to change the outcome of this situation.

Chairman JOHNSON. I was struck in your answer on other audits
in comparison to—again, CMS runs both Medicare and Medicaid,
correct?

Mr. DODARO. Right.

Chairman JOHNSON. And I am really giving them praise in terms
of how they are managing Medicare and doing the audits, that type
of thing. The fact they are not dog it on Medicaid, with some cave-
ats, do you almost get the sense that it is willful ignorance?

Mr. DobpaRro. Well, there has always been a deference to States,
and that can go too far in terms of balancing the Federal interest
versus States’ flexibility. That has been an issue historically in our
intergovernmental system. You see it in many different programs
over time. Temporary Assistance for Needy Families (TANF) is an-
other example. But, this program, as it started out, according to
your chart really did not have much in expenditures, and letting
the States have flexibility made sense. But now the stakes are
higher, and the costs are not sustainable over the long term, and
CMS need to change their paradigm. And they have been slow to
do that.

Chairman JOHNSON. But, also, when both parties have skin in
the game, there literally is an incentive to try and keep down the
cost. But as one partner has more skin and the other partner does
not—and that is exactly what Medicaid expansion does—it is what
these State gimmicks do. It reduces the amount of skin in the game
the States have, and it now starts shifting the incentive to, for ex-
ample, sign up people that are ineligible because you get more Fed-
eral money.

The bottom line is oversight is critical, auditing this is critical.
Designing the program so you actually have the incentives—and I
would say the block grant would give every incentive to the State
for efficient spending because they are going to have—according to
Graham-Cassidy-Heller-Johnson, it would be money block-granted
on the basic number of people in your State, the poverty rates,
those types of things. That is not incentivizing you to sign more
people up. You are going to get a set amount, and you better spend
that as efficiently and as flexible as possible and do the best for
your citizens. So to me that completely puts the incentive back
where it belongs, at the State level where it will be a little more
efficient, a little more effective, hopefully more accountable versus
this one-size-fits-all model, which a $37 billion improper payment
amount shows it is not being done very efficiently and effectively.
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Anyway, so you will expect that letter just in terms of the feasi-
bility of that study. I think we might be shocked at how much
money that actually costs us.

Again, I want to thank both the witnesses for your great testi-
mony and for taking the time. General Dodaro, you realize we are
never going to let you retire. [Laughter.]

Mr. DopARO. Well, I have 7% years left on my term, and then
we can negotiate.

Chairman JOHNSON. I am amazed at—we are talking about—
Senator McCaskill was asking about a study from 2011, and you
have that at the tip of your fingers. I am always amazed at your
ability to recall these things and provide detailed testimony off the
top of your head.

And, Mr. Ritchie, again, thank you for all of your work. This
Committee depends on the good work of Inspectors General and the
Government Accountability Office. So thank you both for your testi-
mony.

The hearing record will remain open for 15 days until July 12th
at 5 p.m. for the submission of statements and questions for the
record.

This hearing is adjourned.

[Whereupon, at 12:07 p.m., the Committee was adjourned.]
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“Medicaid Fraud and Overpayments: Problems and Solutions”
Opening Statement of Chairman Ron Jobnson
June 27, 2018

Good morning and welcome.

The U.S. health care financing system is broken and increasingly is dominated by the
government. By transitioning to a third-party payment system, we have separated the consumer
of health care products and services from the direct payment for them. Most consumers don’t
know what treatments costs, and except for the cost of insurance or copays, they really don’t
care. We have removed the benefit of free market competition from health care, and costs have
predictably soared. Since 1960, the share of all health care spending paid by government has
more than doubled, from about one-fifth to just under half. The result: Overall health spending
now consumes nearly 20 percent of the nation’s GDP.

Central to this unsustainable growth is Medicaid. When President Lyndon Johnson
signed Medicaid into law in 1965, he extolled the new Medicare program—but didn’t even
mention Medicaid. That first year, Medicaid enrolled just four million people, at a cost of $222
per enrollee.

Today, Medicaid is the nation’s largest health insurer. It covers about 70 million
people—one in five Americans—at a total cost to taxpayers of $554 billion per year. Per
enrollee, Medicaid now costs nearly $8,000, a 3,491 percent increase over 1966. This strain on
the American taxpayer will only continue to grow. Federal Medicaid spending is expected by
2025 to rise 96 percent above its 2014 level, in significant part because of Obamacare’s
Medicaid expansion. The Centers for Medicare & Medicaid Services, which runs Medicaid with
the states, significantly understated its projections for how much that expansion would cost.

With federal Medicaid spending growing at an alarming rate, it is more important than
ever that each Medicaid dollar is spent on someone in need. But we know that is far from the
case. The Medicaid program doles out $37 billion a year of improper payments, a 157 percent
increase since 2013. Medicaid accounted for 26 percent of all the improper payments made by
the federal government in fiscal year 2017.

Medicaid’s financial problems were highly predictable. The Government Accountability
Office first deemed Medicaid a “high risk” program in 2003. Since then, the GAO has
consistently reported on Medicaid’s vulnerability to waste and fraud, and the need for the CMS
to take proactive measures to reduce improper payments. The inspector general of the
Department of Health and Human Services found that three states, principally California, spent
over $1 billion in federal Medicaid funds on behalf of more than a half-million ineligible or
potentially ineligible people. Apparently, CMS has no plans to recoup these funds.

The first steps in solving any problem are admitting you have one and then properly
defining it. To that end, we are pleased to welcome Gene Dodaro, the comptroller general, who
will testify about the GAQ’s work identifying Medicaid fraud and recommending solutions to
CMS. We also welcome Brian P. Ritchie, the assistant HHS inspector general for audit services.

(33)
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Last week, I also released a staff report that finds that CMS has failed to adequately police
Medicaid fraud and overpayments. We look forward to having CMS Administrator Verma testify
in the near future about the report’s conclusions and the steps CMS is taking to tackle Medicaid
fraud and overpayments. [ thank our witnesses for their service, and I look forward to your
testimony.
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U.S. Senate Homeland Security and Governmental Affairs Committee
“Medicaid Fraud and Overpayments: Problems and Solutions™
June 27,2018
Ranking Member Claire MecCaskill

Opening Statement

Thank you, Mr. Chairman. Mr. Chairman, [ am happy to be here today with
you, Mr. Dodaro, and Mr. Ritchie to discuss efforts to reduce improper payments

in the Medicaid program.

Medicaid provides health care coverage to more than 70 million Americans,
regardless of pre-existing conditions. In 2016, Medicaid spending totaled $565.5
billion and accounted for a full 17% of national health expenditures that year.
Medicaid is a very important program, and it is this Committee’s responsibility to
ensure that the Medicaid program—and all government programs—are spending

taxpayer dollars appropriately and efficiently.

According to CMS, Medicaid improper payments reached an estimated $37
billion in 2017. That is a full 10 percent of the total federal spending on Medicaid!
That number is outrageous and CMS needs to find a way to bring that number way
down. That is one of the reasons why just last week, we passed bipartisan
legislation out of committee to cut down on improper payments made by the

federal government. If enacted, our bill will require CMS and other agencies to

1
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undertake additional efforts and develop plans to prevent improper payments
before they happen. These measures have the potential to save the government
billions of dollars. Our bill is an important step to eradicate government waste and
make important programs work for all Americans.

In addition to enacting the Stopping Improper Payments to Deceased People
Act, there is no shortage of recommendations and concrete steps CMS can put into
place today to enhance oversight efforts and prevent future improper payments.
But let’s be clear: Medicaid is an important program for Americans. And
Medicaid expansion has been incredibly important as well, ensuring 12 million
additional Americans were able to receive health care coverage under Medicaid for
the first time. We need to make the program more efficient, but fixing its problems
should not be confused with calling for an end to an important health program that

millions of Americans rely upon for their medical care.

If a lawsuit against the Affordable Care Act brought by Republican
Attorneys General is successful, insurance companies will once again be permitted
to refuse health care coverage to vulnerable Americans with pre-existing health
conditions. Workers will be locked in jobs just because it offers them insurance.
And, once again, insurance companies will discriminate against millions of

Americans based on their health status.
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Mr. Chairman, I think we may need a reminder of what the world looked
like before the passage of the Affordable Care Act. I seek unanimous consent to
enter a document into the record. This memo was issued by the House Energy and
Commerce Committee in 2010 following enactment of the ACA and the
committee’s investigation found the four largest for-profit health insurance
companies denied over 600,000 individuals coverage because of pre-existing
conditions in the three years before passage of health reform. The committee’s
investigation found that for certain medical conditions, companies routinely denied
health insurance coverage without any further review. According to one internal
memorandum created in 2006, one insurance company created a list of certain
medical conditions that would result in an automatic denial of coverage. No

further conversation necessary. No insurance for you. The categories included:

e “Any applicant who is a surgical candidate.”
o “Any female applicant currently pregnant.”

e Any applicant with a BMI [body mass index] of 39.0 or greater.”

GAO also did important work documenting the rate at which insurance
companies discriminated against people with pre-existing conditions. Ina 2011

report, GAO found a quarter of insurers had denial rates of 40 percent or higher. 1



38

look forward to speaking to Mr. Dodaro about his findings on pre-existing

conditions in more detail during my questions.

There are up to 130 million adults under the age of 65 with pre-existing
conditions in the U.S. We cannot go back to a time when people were

automatically denied health care coverage due solely to their health status.

Thank you, Mr. Chairman.
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MEDICAID

Actions Needed to Mitigate Billions in Improper
Payments and Program Integrity Risks

What GAO Found

GAQ’s work has identified three broad areas of risk in Medicaid that also
contribute to overall growth in program spending, projected to exceed $900
billion in fiscal year 2025.

1) Improper payments, including payments made for services not actuaily
provided. Regarding managed care payments, which were nearly haif {or
$280 billion) of Medicaid spending in fiscal year 2017, GAQ has found that the
full extent of program risk due to overpayments and unallowable costs is
unknown.

2) Supplemental payments, which are payments made to providers--such as
local government hospitais—that are in addition to regular, claims-based
payments made to providers for specific services. These payments totaled
more than $48 billion in fiscal year 2016 and in some cases have shifted
expenditures from the states to the federal government.

3) Demonstrations, which allow states to test new approaches to coverage.
Comprising about one-third of {otal Medicaid expenditures in fiscal year 2015,
GAQ has found that demonstrations have increased federal costs without
providing results that can be used to inform policy decisions.

Actual and Projected Growth Trends in Total Medicaid Spending
Expenditures (dollars in billions)
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Source: 2016 Actuarial Report on the Financial Qutiook for Medicaid. | GAO-18-596T

GAQ's work has recommended numerous actions to strengthen oversight and
manage program risks.

= improve data. The Centers for Medicare & Medicaid Services (CMS), which
oversees Medicaid, needs to make sustained efforts to ensure Medicaid data
are timely, complete, and comparable from all states, and useful for program
oversight, Data are also needed for oversight of supplemental payments and
ensuring that demonstrations are meeting their stated goals.

Target fraud. CMS needs to conduct a fraud risk assessment for Medicaid,
and design and implement a risk-based antifraud strategy for the program.

Collaborate. There is a need for a collaborative approach to Medicaid
oversight. State auditors have conducted evaiuations that identified significant
improper payments and outlined deficiencies in Medicaid processes that
require resolution.

United States Government Accountabiiity Office
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Chairman Johnson, Ranking Member McCaskill, and Members of the
Committee:

| appreciate the opportunity to be here today to discuss areas of risk to
the Medicaid program and oversight efforts that can help prevent
improper payments and ensure the program's fiscal integrity.! The
federal-state Medicaid program is one of the nation’s largest sources of
funding for medical and health-related services. in fiscal year 2017, the
pregram covered acute heaith care, long-term care, and other services for
over 73 million low income and medically needy individuals. in that same
year, estimated federal and state Medicaid expenditures were $596
bitlion.

Medicaid has been on our high-risk list since 2003, in part, because of
concerns about the adequacy of fiscal oversight and the program'’s
improper payments—inciuding payments made for people not eligible for
Medicaid or services not actually provided.? The Medicaid program
accounted for 26.1 percent of the fiscal year 2017 government-wide
improper payment estimate.® While efforts to reduce improper payments
have been made by the Centers for Medicare & Medicaid Services
{CMS), the agency within the Department of Health and Human Services
{HHS) that oversees Medicaid, overall improper payments continue to
increase. In fiscal year 2017, improper payments accounted for $36.7
billion of Medicaid spending, up from $29.1 billion in fiscal year 2015. Of
the $36.7 billion in improper payments, $36.4 billion were overpayments
and $283 million were underpayments.

The size, complexity, and diversity of Medicaid make the program
particularly chalienging to oversee at the federal level. Medicaid allows

An improper payment is any payment that should not have been made or that was made
in an incorrect amount {including overpayments and underpayments) under stafutory,
contractual, administrative, or other legally applicable requirements. It includes any
payment to an ineligible recipient, any payment for an inefigible service, any duplicate
payment, payment for services not received {except where authorized by law), and any
payment that does not account for credit for applicable discounts. See 31 U.S.C. § 3321
note. Office of Management and Budget guidance also instructs agencies to report as
improper payments any payments for which insufficient or no documentation is found.

25ge GAO, High-Risk Series: Progress on Many High-Risk Areas, While Substantial
Efforts Needed on Others. GAO-17-317 (Washington, D.C.; Feb. 15, 2017).

3See GAO, Improper Payments: Actions and Guidance Could Help Address Issues and
Inconsistencies in Estimation Processes. GAD-18-377 (Washington, D.C.: May 31, 2018).

Page 1 GAO-18-598T
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significant flexibility for states to design and implement program
innovations based on their unique needs; however, our prior work has
found that these innovations have grown considerably over time, lack
complete and accurate reporting, and do not always ensure the efficient
use of federat dollars. It is critical that CMS and states take appropriate
measures to reduce improper payments and ensure the fiscal integrity of
Medicaid; as dollars wasted detract from the program’s ability to ensure
that the individuals who rely on Medicaid—including low-income children
and individuals who are elderly or disabled—are provided adequate care.

My testimony today will focus on

1. major risks to the integrity of the Medicaid program, and

2. actions needed to manage these risks.

My remarks are based on our large body of work examining the Medicaid
program, particularly reports issued and recommendations made from
November 2012 to May 2018; these reports provide further details on our
scope and methodology. (A list of related reports is included at the end of
this statement.} For further context, my remarks also reference
information reported by state auditors and the HHS Office of Inspector
General (HHS-CIG), including information from two meetings with state
auditors and inspectors General we hosted in March and May 2018. We
conducted all of the work on which this statement is based in accordance
with generaily accepted government auditing standards. Those standards
require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained
provides a reasonable basis for our findings and conclusions based on
our audit objectives.

Background

Among health care programs, Medicaid is the largest as measured by
enroliment (over 73 million in fiscal year 2017) and the second largest as
measured by expenditures ($598 billion in fiscal year 2017), second only
to Medicare. The CMS Office of the Actuary projected that Medicaid
spending would grow at an average rate of 5.7 percent per year, from
fiscal years 2016 to 2025, with projected Medicaid expenditures reaching

Page 2 GAO-18-593T
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$958 billion by fiscal year 2025.% This projected growth in expenditures
reflects both expected increases in expenditures per enroliee and in
levels of Medicaid enroliment. Beneficiaries with disabilities and those
who are elderly constitute the highest per enroliee expenditures, which
are projected to increase by almost 50 percent from fiscal year 2016 to
2025, Medicaid enroliment is aiso expected to grow by as many as 13.2
million newly eligible aduits by 20256—as additional states may expand
their Medicaid programs to cover certain low-income aduits under the
Patient Protection and Affordable Care Act (PPACA).® (See fig. 1.)

“Data are from the most recently issued CMS actuarial report. See Centers for Medicare &
Medicaid Services, Office of the Actuary, 2016 Actuarial Report on the Financial Outiook
for Medicaid (Washington, D.C.: 2018).

5The Patient Protection and Affordable Care Act, enacted on March 23, 2010, permits
states to expand their Medicaid programs to cover noneiderly, nonpregnant aduits who
are not eligible for Medicare, and whose incame does not exceed 133 percent of the
federal poverty level. Because of the way the fimit is calculated, using what is known as an
“income disregard,” the level is effectively 138 percent of the federal poverty level. Pub. L,
No. 111-148, 124 Stat. 119 (2010}, as amended by the Heaith Care and Education
Recongiliation Act of 2010 (HCERA), Pub. L. No. 111-152, 124 Stat. 1028 (2010).

Page 3 GAO-18-598T
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Figure 1: Growth Trends in Totai Medicaid Spending by Eligibility Group
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Source: GAO analysis of 2016 Actuarial Report on the Financial Outiook for Madicaid. | GAO-18-558T
Note: Data after fiscal year 2012 are projected expenditures,

The partnership between the federal government and states is a central
tenet of the Medicaid program. CMS provides oversight and technicat
assistance for the program, and states are responsible for administering
their respective Medicaid programs’ day-to-day operations—including
determining eligibility, enrolling individuals and providers, and
adjudicating claims—within broad federal requirements. Federal oversight
includes ensuring that the design and operation of state programs meet
federal requirements and that Medicaid payments are made
appropriately. {See fig. 2 for a diagram of the federal-state Medicaid
partnership framework.} Joint financing of Medicaid is also a fixture of the
federal-state partnership, with the federal government matching most
state Medicaid expenditures using a statutory formula based, in part, on

Page 4 GAO-18-598T
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each state’s per capita income in refation to the national average per
capita income.

Figure 2: F I-State M id Par hip F k

ederal responsibility

CMS responsible for
overseeing that states’
design and operation of
Medicaid meets federal
reguirements as set forth in statute,
reguiation, and guidance,

s{ v CMS reviews and approves
=Ny state Medicaid plans.

CMS reviews and
@ approves estimated
expenses, which

authorizes states to draw down
federal matching funds to make
Medicaid payments during the
upcoming quarter.

CMS reconciles actual
expenditures with states’

\/ estimates.

Source: BAO, | GAD-18-558T
Note: if a state wishes {o make amendments to its state Medicaid plan, it must seek approvai from the
Centers for Medicare & Medicaid Services (CMS), Similarly, a state that desires o change its
Medscald pragram in ways that deviate from certain federal requirements may seek to do so through a
waiver appi under sectian 1115 of the Social Secunly Act, which is

outside of its state Medicaid pian. States must submit an i g the p: section
1115 demonstration ta CMS for review. CMS will specify the speciai terms and conditions that

q for an app ation,

States have flexibility in determining how their Medicaid benefits are
delivered. For example, states may (1) contract with managed care
organizations to provide a specific set of Medicaid-covered services to
beneficiaries and pay the organizations a set amount, generally on a per
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beneficiary per month basis; (2) pay heaith care providers for each
service they provide on a fee-for-service basis; or (3) rely on a
combination of both delivery systems.® Managed care continues to be a
growing component of the Medicaid program. In fiscal year 2017,
expenditures for managed care were $280 billion, representing aimost
half of total program expenditures, compared with 42 percent in fiscal
year 2015. (See fig. 3.)

8CMS has also heen developing and testing a variety of value-based payment models,
under which physicians and other providers are paid and responsible for the care of a
beneficiary for a long period and accountable for the quality and efficiency of the care
provided. Examples of these models inciude accountable care organizations—groups of
physicians and other heaith care providers who voluntarily work together to provide
coordinated care——and bundled payment models, which provide a “bundied” payment
intended to cover the muitiple services beneficiaries receive during an episode of care for
certain health conditions, such as hip replacements, congestive heart faifure, and
pregnancy.

Page B GAO-18-598T
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Figure 3: Growth in Comprehensive Risk-Based Managed Care as a Share of Total
Medicaid Expenditures, Fiscal Years 2005 through 2017
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Note: States may have different types of care s in i carg
expenditures in this figure include expenditures for comprehensive, risk-based managed care—the
mast comman type of managed care arrangement.

States also have the flexibility to innovate outside of many of Medicaid’s
otherwise applicable requirements through Medicaid demonstrations
approved under section 1115 of the Social Security Act.” These

“Under section 1115 of the Social Security Act, the Secretary of Health and Human
Services may waive certain Medicaid requiremsnts and approve new types of
expenditures that would not otherwise be eligibte for federal Medicaid matching funds for
experimental, piot, or demonstration projects that, in the Secretary’s judgment, are likely
to promote Medicaid objectives. See 42 U.S.C. § 1315(a). The Secretary has delegated
the approval and administration of Medicaid section 1115 demonstrations to CMS, which
requires that such demonstrations be budget neutral to the federa! government; that is, the
federal government should spend no more for Medicaid under a state's demonstration
than it would have spent without the demonstration, There are other types of waivers that
states can apply for and use, including those approved under section 1915{c) of the Social
Security Act, which authorizes the Secretary of Health and Human Services to waive
requirements that states providing home and community based services would otherwise
need to meet in the absence of the waiver.

Page?7 GAD-18-598T
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demonstrations aliow states to test new approaches to coverage and to
improve quality and access, or generate savings or efficiencies. For
example, under demonstrations, states have

» extended coverage to certain populations,

- provided services not otherwise eligible for federal matching funds,
and

» made incentive payments to providers for delivery system
improvements.

As of November 2016, nearly three-quarters of states have CMS-
approved demonstrations. in fiscal year 2015, total spending under
demonstrations represented a third of all Medicaid spending nationwide.
(See fig. 4.)

Figure 4: Total Expenditures under Medicaid Section 1115 D i Fiscal
Years 2005, 2010, and 2015
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Source: GAQ analysis of Centers for Medicare & Medicaid Services demonstration expenditures data. | GAO-18-508T

In addition to other types of improper payments, Medicaid presents
opportunities for fraud, because of the size, expenditures, and
complexities of the program—including the variation in states’ design and
impiementation. Medicaid Fraud Control Units (MFCU)-—state entities
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responsible for investigating and prosecuting Medicaid fraud—have
reported on Medicaid fraud convictions and recovered monies, in their
annual reports.® For example, over the past 5 years, MFCUs have
reported an average of 1,072 yearly Medicaid fraud convictions. They
aiso reported about $680 million in recoveries related to fraud in fiscal
year 2017—almost double the recoveries from fiscal year 2016.°

Three Broad Areas of
Risk Threaten the
Fiscal Integrity of
Medicaid

Our prior work has identified three broad areas of risk to the fiscal
integrity of Medicaid: improper payment rates, state use of supplemental
payments, and oversight of demonstration programs.

Estimated Improper
Payments Exceed 10
Percent, and Do Not Fully
Account for All Program
Risks

CMS annually computes the national Medicaid improper payment
estimate as a weighted average of states’ improper payment estimates
for three component parts——fee-for-service, beneficiary eligibility
determinations, and managed care. The improper payment estimate for
each component is developed under its own methodology.*® The national
rate in fiscal year 2017 was 10.1 percent, or $36.7 billion. Since 2016,
Medicaid has exceeded the 10 percent criterion set in statute. As such,
the program was not fully compliant with the Improper Payments
Elimination and Recovery Act of 2010."

In May 2018, we reported that the Medicaid managed care component of
the improper payment estimate does not fully account for ali program

BNearly all states have MFCUs responsible for investigating and prosecuting Medicaid
fraud, MFCUs are funded jointly by the federal government and the states, and HHS-QIG
provides oversight.

®See Department of Health and Human Services, Office of Inspector General, Medicaid
Fraud Control Units Fiscal Year 2017 Annual Report, OE1-09-18-00180 {Washington,
D.C.: March 2018).

19CMS has not calculated the beneficiary eligibility determinations component estimate
since 2014 and has held constant this component of the nationat rate at 3.1 percent.
Beginning in the 2019 reporting year, the agency plans to resume improper payment
estimates for eligibility determinations.

""When an agency is determined to not be in compliance with one or more of the Improper

Payments Elimination and Recovery Act criteria by its inspector Generai, it must submit a
plan to Congress describing the actions it will take to come into compliance.

Page 9 GAO-18-598T



50

risks in managed care.'? We identified 10 federal and state audits and
investigations (out of 27 focused on Medicaid managed care) that cited
about $68 million in overpayments and unallowable managed care
organization costs that were not accounted for by the managed care
improper payment estimate. Another of these investigations resulted in a
$137.5 million settlement to resolve allegations of faise claims.” We
further noted that the full extent of overpayments and unallowable costs is
unknown, because the 27 audits and investigations we reviewed were
conducted over more than 5 years and involved a smali fraction of the
more than 270 managed care organizations operating nationwide as of
September 2017.

Some examples of the state audits that identified overpayments and
unaliowable costs include the following:

» The Washington State Auditor's Office found that two managed care
organizations made $17.5 million in overpayments to providers in
2010, which may have increased the state’s 2013 capitation rates.

« The Texas State Auditor’s Office found that one managed care
organization reported $3.8 million in unallowable costs for advertising,
company events, gifts, and stock options, along with $34 million in
other questionable costs in 2015.%

*2States may have different types of managed care arrangements in Medicaid; our
findings apply to comprehensive, risk-based managed care, the most commeon type of
managed care arrangement. See GAQ, Medicaid: CMS Should Take Steps to Mitigate
Program Risks in Managed Care, GAQ-18-291 (Washington, D.C.: May 7, 2018},

3See GAD-18-201.

MWashington State Auditor, Performance Audit: Health Care Authority’s Oversight of the
Medicaid Managed Care Program, Audit No, 1011450 {Aprit 14, 2014).

5Texas State Auditor, An Audit Report on HealthSpring Life and Health Insurance

Company, Inc., a Medicaid STAR+PLUS Managed Care Organization, Report No. 17-025
{Austin, Tex.: February 2017).
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« The New York State Comptroller found that two managed care
organizations paid over $6.6 million to excluded and deceased
providers from 2011 through 2014.7

To the extent that such overpayments and unailowable costs are
unidentified and not removed from the cost data used to set managed
care payment rates, they may allow inflated future payments and
minimize the appearance of program risks in Medicaid managed care.
This potential understatement of the program risks in managed care also
may curtail investigations into the appropriateness of managed care
spending. The continued growth of Medicaid managed care makes
ensuring the accuracy of managed care improper payment estimates
increasingly important.

In May 2018, we acknowledged that aithough CMS has increased its
focus on and worked with states to improve oversight of Medicaid
managed care; its efforts—for example, updated regulations and audits of
managed care providers—did not ensure the identification and reporting
of overpayments and unallowable costs.'” in May 2016, CMS updated its
regulations for managed care programs, including that states arrange an
independent audit of the data submitted by MCOs, at least once every 3
years. We found that aithough this requirement has the potential to
enhance state oversight of managed care; CMS was reviewing the ruie
for possible revision of its requirements.'® We also noted that another
effort to address program risks in managed care—the use of CMS
program integrity contractors to audit providers that are paid by managed
care organizations—has been limited. To address the program risks that
are not measured as a part of CMS’s methodology to estimate improper
payments, in May 2018 we recommended that CMS take steps to
mitigate such risks, which could inciude revising its methodology or

"8New York State Office of the State Comptroller, Medicaid Managed Care Organization
Fraud and Abuse Detection, Report 2014-5-51 {Albany, N.Y.: July 15, 2016). HHS-OIG
has the authority to exciude providers from federal health care programs, and maintains a
list of all currently excluded providers calfed the List of Excluded individuals/Entities. No
payment may be made from any federal health care program for any items or services
fumished, ordered, or prescribed by an excluded provider,

7GA0-18-291.

18CMS indicated it will issue a Notice of Proposed Rulemaking in 2018 to streamiine
Medicaid managed care regulations and reduce burden. See Department of Health and
Human Services, Medicaid and CHIP Managed Care, Spring 2018 Unified Agenda of
Federal Regulatory and Deregulatory Actions, (CMS-24B0-P), RIN 0938-AT40, accessed
in May 14, 2018, http:/fwww.reginfo.gov.
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focusing additional audit resources on managed care. HHS concurred
with this recommendation.'®

Qur prior work on Medicaid has also identified other program risks
associated with provider enroliment and beneficiary eligibility that may
contribute to improper payments. {n table 1 below, we identify some
examples of the previous recommendations we have made to address
these types of program risks, and what, if any, steps CMS has taken in
response to our recommendations.

Table 1: ples of GAO Rec datlons to Add Medicaid Program Risks Associated with Managed Care, Provider
Enroliment, and Beneficiary Eligibility Determinations

Program risks GAO recommendations Recommendation status

Addressing key risks, such as the  One recommendation aimed at CMS concurred with our recommendation, and
extent of overpayments and mitigating identified risks, such as indicated that it will review regulatory authority and
unafiowable costs, that are not revising the methodology to caiculate audit resources to determine the best way to account
measured in the managed care the managed care component or for Medicaid program risks that are not accounted for

component of the Centers for
Medicare & Medicaid Services'
{CMS) improper payment estimate

focusing additional audit resources on in the managed care component.
managed care,®

Ensuring that only eligible
providers are enrolled in Medicaid

Four recommendations aimed at CMS has addressed two of the four recommendations.
assessing the databases used to screen To implement one remaining recommendation, CMS
providers, improve collaboration and will need to determine whether the remaining

coordination with other federal agencies databases {used by states and health plans to screen
on sharing databases and establishing a providers) that it has studied should be added to the

common identifier across databases, agency’s list of the databases used for screening
and providing guidance to state purposes. For the other remaining recommendation,
Medicaid agencies. CMS needs to explore the use of a common identifier

for screening providers across databases.

Ensuring that only efigible
beneficiaries are enrolied in
Medicaid

Two recommendations that CMS review CMS established a more rigorous approach for
federal determinations of Medicaid verifying financial and nonfinancial information needed
eligibility for accuracy, and take steps to  to determine Medicaid beneficiaries’ efigibility. The
increase assurance that expenditures for agency stated that it would inciude reviews of federal

the different eligibility groups are eligibility determinations in states that have delegated
correctly reported and appropriately that authority as a part of its review of states’ eligibitity
matched.® determinations. The results of this effort will be

reported in 2019.

Source; GAQ { GAD-18-598T

*See GAO, Medicaid: CMS Should Take Steps to Mitigate Program Risks in Managed Care,
GAD-18-291 (Washington, D.C.: May 7, 2018).

*See GAO, Medicaid Program Integrity: Improved Guidance Needed to Better Support Efforts to
Screen Managed Care Providers, GAO-18-402 {Washington, D.C.: April 22, 2016).

“See GAQ, Medicaid: Additiona Efforts Needed fo Ensure that State Spending is Appropriately
Matched with Federal Funds, GAQ-16-53 (Washington, D.C.: Oct. 16, 2015). Under the Patient
Protection and Affordable Care Act, state icai i for centain icak are
subject to higher federal matching percentages.

9GAOD-18-201.
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Lack of Transparency and
Federal Oversight of
States’ Use of
Supplemental Payments
Increase Program Risk

Supplemental payments are payments made to providers—such as local
government hospitals and other providers—that are in addition to the
reguiar, claims-based payments made to providers for services they
provided.? Like all Medicaid payments, supplemental payments are
required to be economical and efficient.?!

Supplemental payments have been growing and totaled more than $48
biltion in 2016. Our prior work has identified several concems related to
suppliemental payments, including the need for more complete and
accurate reporting, criteria for economical and efficient payments, and
written guidance on the distribution of payments.2?

Complete and accurate reporting. Our prior work has identified
increased use of provider taxes and transfers from local government
providers to finance the states’ share of supplemental payments, which,
although allowed under federal law, effectively shift Medicaid costs from
the states to the federal government. In particular, we previously reported
in July 2014 that states’ share of Medicaid supplementai payments
financed with funds from providers and local governments increased the
federal share from 57 percent in state fiscal year 2008 to 70 percent in
state fiscal year 2012.% The full extent of this shift in states’ financing
structure was unknown, because CMS had not ensured that states report
complete and accurate data on the sources of funds they use to finance
their share of Medicaid payments, and CMS’s efforts had fallen short of

2Two types of supplemental payments exist in Medicaid: (1) disproportionate share
hospital {DSH) payments, which states are required to make to hospitals serving low-
income and Medicaid patients to offset those providers’ uncompensated care costs; and
(2} non-DSH supplemental payments that states may, but are not required, to make to
hospitals and other providers that, for example, serve high-cost Medicaid beneficiaries.
Uniess otherwise noted, our findings apply to both types of supplemental payments.

2'Payments must aiso be sufficient to assure quatity of care and to enlist enough
providers so that care and services are available to Medicaid beneficiaries at least to the
extent available to the genera! population in the geographic area. 42 U.S.C. §
1396a(a)(30)(A).

22Sge, for example, GAO, Medicaid: Federal Guidance Needed to Address Congerns
About Distribution of Supplemental Payments, GAO-16-108 (Washington, D.C.: Feb. 5,
2018y, and Medicaid: CMS Oversight of Provider Payments Is Hampered by Limited Data
and Unclear Policy, GAO-15-322 (Washington, D.C.: April 10, 2015).

P5ee GAO, Medicaid Financing: States’ Increased Reliance on Funds from Health Care

Providers and Local Governments Warrants improved CMS Data Collection [Reissued on
March 13, 2015], GAO-14-627 (Washington, D.C.: July 29, 2014).
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obtaining complete data.? (See table 2 below for our recommendation
and actions CMS has taken.) For example, in July 2014, we reporied that
in one state, a $220 million payment increase for nursing facilities
resulted in an estimated $110 million increase in federal matching funds
to the state, and a net payment increase to the facilities of $105 milfion.?

{See fig. 5.)

Figure 5: Example of How One State’s Use of Non-~State Sources to Fund Medicaid
Payments to Nursing Facilities Shifted Medicaid Costs to the Federal Government
in State Fiscal Year 2015

$115 million incréase.
in provider fax

$220 million:
payment
increase,
funded by

providertax

ederal

State Medicaid agency gover nt
overnme:

Nursing facilities

Nursing faciiities had
$105 million net payment
increase {$220 million
payment increase

minus $115 mitlion paid
in provider taxes}

Source: GAQ. | GAO-18.598T

State contributed

$5 million {ess in state
general funds to the non-
federal share of Medicaid
nursinyg facitity payments*

Federat gavernment
coniributed an estimated
$110 million more towards
the federal shave of
Medicaid nursing facility
payments

Criteria for economical and efficient payments. Qur prior work has

demonstrated that CMS lacks the criteria, data, and review processes to
ensure that one type of supplemental payments—non-DSH supplemental
payments—are economical and efficient.?® For example, in April 2015, we

24Federal law requires that no less than 40 percent of the state’s share of Medicaid
payments be state funds—which can include state general funds, health care provider
taxes imposed by the state, and intra-agency funds from non-Medicaid state agencies—
but up fo 60 percent may be financed by local governments and local government
providers. We have reported that, absent compiete and accurate data, CMS cannot
ensure that states' use of local funding sources does not exceed the 60 percent. See

GAD-14-627.
See GAO-14-627.

25Non-DSH supplementat payments that states may, but are not required to, make to
hospitals and other providers that, for example, serve high-cost Medicaid beneficiaries.
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identified public hospitals in one state that received such supplemental
and regular Medicaid payments that, when combined, were hundreds of
millions in excess of the hospitals’ total Medicaid costs and tens of
millions in excess of their total operating costs—unbeknownst to CMS.%
Accordingly, we concluded that CMS’s criteria and review processes did
not ensure that it can identify excessive payments and determine if
supplementai payments are economical and efficient. {See table 2 below
for our recommendations and actions CMS has taken.)

Written guidance on the distribution of payments. According to CMS
policy, Medicaid payments, including supplemental payments, should be
linked to the provision of Medicaid services and not contingent on the
provision of local funds. However, in February 2016 we reported that
CMS did not have written guidance that clarifies this policy. in February
2016, we found examples of hospitals with large uncompensated costs
associated with serving the low-income and Medicaid population that
received relatively little in supplemental payments, while other hospitals
with refatively low uncompensated care costs—but that were able to
contribute a large amount of funds for the state’s Medicaid share—
received large supplemental payments relative to those costs, raising
questions as to whether CMS poilicies are being foliowed.?® (See table 2
for our recommendation and actions CMS has taken.)

#See GAO-15-322.
2See GAO-16-108.
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Table 2: E of GAOR

dati

18 to Address Medicaid Program Risks A iated with Supp Payments

Program risks

GAQ recommendations Recommendatian status

Complete and accurate
reporting

One recommendation aimed at the Centers  CMS did not concur with GAQ's recommendation,

for Medicare & Medicaid Services (CMS) although the agency stated that it will examine efforts to
taking steps to ensure states report accurate improve data collection for oversight.

and complete information on alf sources of

funds they use to finance their share of

Medicaid spending.?

Criteria for economical and
efficient payments

Two recommendations called for CMS to (1) CMS told us in April 2018 that it is developing a
develop a policy that establishes criteria for  proposed rule on suppiemental payment financing and
defining when payments made to individual  oversight that may address these recommendations,
providers are economical and efficient, and  although it does not have a time frame for its release.
{2) subsequently develop a process for

identifying and reviewing payments to

individual providers in order to determine

whether they meet the criteria.”

Written guidance on the
distribution of payments

One recommendation aimed at CMS issuing CMS told us in April 2018 that it is developing a

written guidance for states clarifying its proposed rule on supplemental payment financing and
policy of the distribution of supplemental oversight that may address this recommendation,
payments.® aithough it does not have a time frame for its release.

Source: GRO} GAO-18-598T

*See GAQ, icaid Fir ing: States’ Reliance on Funds from Health Care Providers
and Local Governments Warrants improved CMS Data Colfection, [Reissued on March 13, 2015},
GAO-14-627 (Washington, D.C.: July 29, 2014}.

*See GAD, Medicaid: CMS Oversight of Provider Payments Is Hampered by Limited Data and
Unclear Policy, GAO-15-322 (Washington, D.C.: April 10, 2015).

“See GAO, Medicaid: Federal Guidance Needed to Address Concerms About Distribution of
Suppfemental Payments, GAO-16-108 (Washington, D.C.: Feb. §, 2016).

Recognizing that Congress could help address some of the program risks
associated with supplemental payments, in November 2012, we
suggested that Congress consider requiring CMS to

- improve state reporting of supplemental payments, inciuding requiring
annual reporting of facility-specific payment amounts;

« clarify permissible methods for calculating these supplemental
payments; and

« implement annual independent certified audits to verify state
compiiance with methods for calculating supplemental payments,?®

295ee GAO, Medicaid: More Transparency of and Accountability for Supplemental
Payments are Needed, GAO-13-48 (Washington, D.C.: Nov. 26, 2012},
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Subsequent to our work highlighting the need for complete and accurate
reporting, in January 2017 a bill was introduced in the House of
Representatives that, if enacted, would require annual state reporting of
non-DSH supplemental payments made to individual facilities, require
CMS to issue guidance to states that identifies permissible methods for
calcutating non-DSH supplemental payments to providers, and establish
requirements for such annual independent audits.>® Another bill was
introduced in October 2017 that would require states to submit annual
reports that identify the sources and amount of funds used to finance the
state share of Medicaid payments.®' As of May 2018, no action had been
taken on either proposed bilt.

Absent Better Oversight,
Demonstrations May
Increase Federal Fiscal
Liability

Demonstration programs, comprising about one-third of total Medicaid
expenditures in fiscal year 2015, can be a powerful tool for states and
CMS to test new approaches to providing coverage and delivering
services that could reduce costs and improve outcomes. However, our
prior work has identified several concerns refated to demonstrations,
including the need for ensuning that (1) demonstrations meet the policy
requirements of budget neutrality—that is, they must not increase federa!
costs—and {2} evaluations are used to determine whether
demonstrations are having their intended effects.3?

Budget neutrality of Medicaid demonstrations. Demonstration
spending limits, by HHS policy, should not exceed spending that would
have occurred in the absence of a demonstration. in muitiple reports
examining more than a dozen demonstrations between 2002 and 2017,
we have identified a number of questionable methods and assumptions
that HHS has permitted states to use when estimating costs. We found
that federal spending on Medicaid demonstrations could be reduced by
bitlions of dollars if HHS were required to improve the process for

3%The improving Oversight and Accountability in Medicaid Non-DSH Supplemental
Payments Act was introduced on January 13, 2017 and referred to the House Committes
on Energy and Commerce, See HR, 541, 115" Cong. § 2 (2017).

3'The Medicaid Requiring Expenditures for Public Objectives to be Reflective of Total
Spending Act (Medicaid REPORTS Act) was introduced on October 12, 2017 and referred
to in the House Energy and Commerce Committee Subcommittee on Health. See H.R.
4054, 115" Cong. § 2 (2017).

J:"See‘ for example, GAO, Medicaid Demonstrations: Evaluations Yielded Limited Results,
Underscoring Need for Changes to Federal Policies and Procedures, GAO-18-220
{Washington, D.C.: Jan 19, 2018); and Medicaid Demonstrations: Federal Action Needed
to Improve Oversight of Spending, GAQ-17-312 (Washington, D.C.: Aprii 3, 2017).
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reviewing, approving, and making transparent the basis for spending
limits approved for Medicaid demonstrations.?* The following are some
examples of what we have previously found:

« In August 2014, we reported that HHS had approved a spending limit
for Arkansas’s demonstration—to test whether providing premium
assistance to purchase private coverage through the health insurance
exchange would improve access for newly eligible Medicaid
beneficiaries—that was based, in part, on hypothetical, not actual,
costs. Specifically, the spending limit was based on significantly
higher payment amounts the state assumed it would have to make to
providers if it expanded coverage under the traditional Medicaid
program, and HHS did not request any data to support the state’s
assumptions. We estimated that by allowing the state to use
hypothetical costs, HHS approved a demonstration spending fimit that
was over $775 million more than what it would have been if the fimit
was based on the state’s actual payment rates for services under the
traditional Medicaid program.

«  We also reported in August 2014 that HHS officials told us it granted
Arkansas and 11 other states additional flexibility in their
demonstrations in order to increase spending fimits if costs proved
higher than expected.®* We concluded that granting this flexibility to
the states to adjust the spending fimit increased the fiscal risk to the
federal government.

« More recently, in Aprit 2017, we reported that two states used unspent
federal funds from their previous demonstrations to expand the scope
of subsequent demonstrations by $8 billion and $600 milfion,
respectively. We concluded that inflating the spending limits in this

Hgee, for example, GAQ-17-312 and GAQ, Medicaid Demonstrations: HHS's Approval
Process for Ark ‘s Medicaid Expansion Waiver Raises Cost Concerns, GAO-14-689R
{Washington, D.C.: Aug. 8, 2014}; Medicaid Demonstration Waivers: Approval Process
Raises Cost Concerns and Lacks Transparency, GAO-13-384 (Washington, D.C.: June
25, 2013); Medicaid Demonstration Waivers: Recent HHS Approvals Continue to Raise
Cost and Qversight Concerns, GAO-08-87 {Washington, D.C.: Jan. 31, 2008}; and
Medicaid and SCHIP: Recent HHS Approvals of Demonstration Waiver Projects Raise
Concerns, GAQ-02-817 (Washington, D.C.: July 12, 2002),

3*See GAO-14-689R.

3in September 2014, the Chairman of the House Committee on Energy & Commerce and
the Ranking Member of the Senate Committee on Finance sent a letter to CMS asking,
among other things, how the agency planned to ensure that spending for those newly
eligible under Arkansas's demonstration would not cost the federal government more than
it would have cost under traditional Medicaid,
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way inappropriately increased the federal government's fiscal liability

for Medicaid.®®

We have previously made recommendations to improve oversight of

spending on demonstrations, and HHS recently took action that partially
responds to one of these recommendations. (See table 3 for examples of
the recommendations and actions HHS has taken.} Specifically, under a
policy implemented in 2016, HHS restricted the amount of unspent funds
states can accrue for each year of a demonstration, and has also reduced
the amount of unspent funds that states can carry forward to new
demonstrations. For 10 demonstrations it has recently approved, HHS
estimated that the new policy has reduced total demonstration spending
timits by $109 billion for 2016 through 2018, the federal share of which is
$62.9 billion. These limits reduce the effect, but do not specifically
address all, of the questionable methods and assumptions that we have

Table 3: E

of GAD Recc n

identified regarding how HHS sets demonstration spending limits.

to Add

Demonstrations

Medicaid Program Risks Associated with Spending on Medicaid

Program risks

GAO recommendations

Recommendation status

Methods for determining
budget neutrality

One recommendation that the
Department of Heaith and Human
Services (HHS) better ensure that valid
methods are used to demonstrate
budget neutrality.*

HHS has taken some steps in recent years o improve
aliowable methods for ensuring budget neutrality, but stitt
needs written guidance on methodologies for demonstrating
budget neutrality.

Lack of criteria for
determining spending limits

One recommendation that HHS update
its written budget neutrality policy to
reflect the actual criteria and processes
used to develop and approve
demonstration spending timits.?

HHS announced and began implementing policy changes in
20186 that address some, but not all of our concerns, which it
formalized in 2017. The agency expects to release additional
guidance later in 2018. Once HHS provides additional written
guidance on its criteria and processes, we will be in a
position to consider closing this recommendation.

Source: GAQ | GAO-18-598T

*See GAD, Medicaid and SCHIP: Recent HHS Approvals of Demonstration Waiver Projects Raise
Concems, GAQ-02-817 (Washington, D.C.: July 12, 2002}.

*See GAO, Madicaid Demonstration Waivers: Approval Process Raises Cast Concerns and Lacks
Transparency, GAQ-13-384 (Washington, D.C.: June 25, 2013).

¥See GAO-17-312.

Page 19

GAO-18.-598T



60

Evaluation of Medicaid demonstrations. In a January 2018 report, we
questioned the usefulness of both state-led and federal evaluations of
section 1115 demonstrations, particularly with regard to how these
evaluation resutts may inform policy decisions.¥

» State-led evaluations. We identified significant limitations among
selected state-led demonstration evaluations, inciuding gaps in
reported evaluation results for important parts of the demonstrations.
{See table 4.} These gaps resulted, in part, from CMS requiring final,
comprehensive evaluation reports after the expiration of the
demonstrations rather than at the end of each 3- to 5-year
demonstration cycle. in October 2017, CMS officials stated that the
agency planned to require final reports at the end of each
demonstration cycle for ail demonstrations, although it had not
established written procedures for implementing this new policy. We
concluded in January 2018 that without written procedures for
implementing such requirements, gaps in oversight could continue.3®

Tabie 4: Examples of Gaps in States’ Evaluations of Medicaid 1115 D GAO identified

State Example of gaps in evaluations

Arizona The state was required to evaluate whether providing long-term services and supports under a managed care
delivery model improved access and quality of care. The evaluation report lacked information on important
measures of access and quality.

Arkansas The state was required to evaluate the effects of using Medicaid funds to purchase private insurance for more
than 200,000 beneficiaries. The evaluation did not address a key hypothesis that using private insurance
would improve continuity of coverage for these beneficiaries, who were expected to have frequent changes in
income that could iead to coverage gaps.

Massachusetts The state was required to evaluate the effectiveness of its approach of providing up to $690 milion in incentive

payments to seven hospitals to improve guality of care and reduce per capita costs. Evaluation reports
submitted after 5 years provided no conclusions on the impact of the payments in these areas.

Source: GAQ. | GAQ-18-598T

« FEederal evaluations. Evaluations of federal demonstrations led by
CMS have also been limited due to data challenges and a lack of
transparent reporting. For example, delays obtaining data directly
from states, among other things, led CMS to considerably reduce the
scope of a large, multi-state evaluation, which was initiated in 2014 to

3See GAO-18-220.
38CMS aiso planned to allow states to conduct less rigorous evaluations for certain types

of demonstrations, but had not established criteria defining under what conditions these
limited evaluations would be allowed, when we issued our January 2018 report.
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examine the impact of state demonstrations in four policy areas
deemed to be federal priorities.*® In our January 2018 report, we
found that although CMS had made progress in obtaining needed
data, CMS had no policy for making the resuits public. By not making
these results public in a timely manner, we concluded that CMS was
missing an opportunity to inform important federal and state policy
discussions.

in light of our concerns about state-led and federal demonstration
evaluations, in January 2018, we recommended that CMS (1) establish
written procedures for requiring final evaluation reports at the end of each
demonstration cycle, {2) issue criteria for when it will allow fimited
evaluations of demonstrations, and (3) establish a poficy for publicly
releasing findings from federal evaluations of demonstrations. HHS
concurred with these recommendations. ®

Fundamental Actions
Needed to Strengthen
Oversight and
Manage Program
Risks

Across our body of work, we have made 83 recommendations to CMS
and HHS and suggested 4 matters for congressional consideration to
address a variety of concerns about the Medicaid program. The agencies
generally agreed with our recommendations and have implemented 25 of
these recommendations to date, and CMS still needs to take fundamental
actions in three areas—having more timely, complete, and refiable data;
conducting fraud risk assessments; and strengthening federal-state
collaboration—to strengthen Medicaid oversight and better manage
program risks.

More Complete, Timely,
Reliable Data for
Oversight

An overarching chalienge for CMS oversight of the Medicaid program is
the lack of accurate, complete, and timely data. Qur work has
demonstrated how insufficient data have affected CMS’s ability to ensure
proper payments, assess beneficiaries’ access to services, and oversee
states’ financing strategies.

3%The policy areas are (1) defivery system reform incentive payment programs, which
provide incentive payments to providers that engage in various improvement projects that
afign with state delivery systermn reform objectives; (2) premium assistance to purchase
insurance coverage in the exchange under PPACA; (3} beneficiary engagement poficies,
such as requiring monthiy contributions; and (4} use of managed care to deliver Medicaid
long-term supports and services.

40See GAD-18-220.
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As part of its efforts to address longstanding data concerns, CMS has
taken some steps toward developing a reliable national repository for
Medicaid data, most notably the Transformed Medicaid Statistical
Information System (T-MSIS). Through T-MSIS, CMS will coliect detailed
information on Medicaid beneficiaries—such as their citizenship,
immigration, and disability status—as well as any expanded diagnosis
and procedure codes associated with their treatments. States are to
report data more frequently—and in a timelier manner—than they have
previously, and T-MSIS includes approximately 2,800 automated quality
checks.*’ The T-MSIS initiative has the potential to improve CMS’s ability
to identify improper payments, help ensure beneficiaries' access to
services, and improve program transparency, among other benefits.

As we reported in December 2017, implementing the T-MSIS initiative
has been—and will continue to be—a multi-year effort. CMS has worked
closely with states and has reached a point where nearly all states are
reporting T-MSIS data. While recognizing the progress made, we noted
that more work needs to be done before CMS or states can use these
data for program oversight:

» Ali states need to report complete T-MSIS data. For our December
2017 report, we reviewed a sample of six states and found that none
were reporting complete data.*?

« T-MSIS data should be formatted in a manner that allows for state
data to be compared nationally. in December 2017, we reported that
state officials had expressed concerns that states did not convert their
data to the T-MSIS format in the same ways, which could limit cross-
state comparisons.*

in our December 2017 report, we recommended that CMS take steps to
expedite the use of T-MSIS data, including efforts to {1) obtain complete
information from all states; (2} identify and share information across

n particular, we found that the usefuiness of CMS data on Medicaid is limited because
of issues with completeness, accuracy, and timeliness. With regard to timeliness, we
found that available data were reported up to 3 years late and were previously submitted
on a quarterly basis. Under T-MSiS3, data are to be reparted manthly.

42The six selected states were not reporting complete data as of August 2017. See GAO,
Medicaid: Further Action Needed fo Expedite Use of National Data for Program Oversight,
GADO-18-70 (Washington, D.C.: Dec. 8, 2017).

“See GAD-18-70.
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states to improve data comparability; and (3) implement mechanisms by
which states can collaborate on an ongoing basis to improve the
completeness, comparability, and utility of T-MSIS data. We also
recommended that CMS articulate a specific plan and associated time
frames for using T-MSIS data for oversight.** The agency concurred with
our recommendations, but has not yet implemented them.

QOur prior work has aiso noted areas where other data improvements are
critical to program oversight:

« InJuly 2014, we found that there was a need for data on
supplemental payments that states make to individual hospitals and
other providers. In particular, our findings and reiated
recommendation from July 2014 indicate that CMS should develop a
data collection strategy that ensures that states report accurate and
complete data on all sources of funds used to finance the states’
share of Medicaid payments.*®

« InJanuary 2017, we found limitations in the data CMS collects to
monitor the provision of, and spending on, personal care services—
services that are at a high risk for improper payments, including
fraud.*® in particular, data on the provision of personal care services
were often not timely, complete, or consistent. Data on states’
spending on these services were aiso not accurate or complete. in
January 2017, we recommended that CMS improve personal care
services data by (1) establishing standard reporting guidance for key
data, (2) ensuring linkage between data on the provision of services
and reported expenditures, {3) ensuring state compiiance with
reporting requirements, and (4) developing plans to use data for
oversight.*” The agency concurred with two recommendations and

*We concluded that absent a specific pfan and time frames, CMS's ability to use these
data to oversee the program, including ensuring proper payments, was limited. See
GAO-18-70.

“SBetter data on supplemental payments could also help ensure that states comply with
federal requirements regarding how much local governments may contribute to the state’s
share of Medicaid payments. See GAO-14-627.

“Spergonal care services are key components of feng-term, in-home care, providing
assistance with basic activities, such as bathing, dressing, and teileting, to millions of
individuals seeking to retain their independence and to age in place.

*See GAO, Medicaid: CMS Neads Better Data to Monitor the Provision of and Spending
on Personal Care Services, GAO-17-169 (Washington, D.C.: Jan. 12, 2017).
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neither agreed nor disagreed with the other two recommendations,
and has not yet implemented any.

More Complete Fraud
Risk Assessment and
Better Fraud Targeting

In December 2017, we examined CMS's efforts managing fraud risks in
Medicaid and compared it with our Fraud Risk Framework, which
provides a comprehensive set of key components and leading practices
that serve as a guide for agency managers to use when developing
efforts to combat fraud in a strategic, risk-based way.*® This framework
describes leading practices in four components: commit, assess, design
and implement, and evaluate and adapt. (See fig. 6.) The Fraud
Reduction and Data Analytics Act of 2015, enacted in June 2016,
requires the Office of Management and Budget (OMB) to establish
guidelines incorporating the leading practices from our Fraud Risk
Framework for federal agencies to create controls to identify and assess
fraud risks, and design and implement antifraud control activities.*® In July
2018, OMB published guidance, and among other things, this guidance
affirms that managers should adhere to the leading practices identified in
our Fraud Risk Framework.

*®See GAO, A Framework for Managing Fraud Risks in Federal Programs,
GAO-15-593SP (Washington, D.C.: July 28, 2015).

43pyb, L. No. 114-1886, § 3, 130 Stat. 546 (2016).

500tfice of Management and Budget, Management's Responsibility for Enterprise Risk
Management and Internal Conrol, Circular No. A-123 (Washington, D.C.: July 15, 2018).
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Figure 6: The Fraud Risk Management Framework

Source: GAO. | GAC-18-598T

in a December 2017 report, we found that CMS’s efforts partially aligned
with our fraud risk framework. In particular, CMS had

+ shown a commitment to combating fraud, in part, by establishing a
dedicated entity—the Center for Program integrity—to lead antifraud
efforts, and offering and requiring antifraud training for stakeholder
groups, such as providers, beneficiaries, and heaith-insurance plans;
and

« taken steps to identify fraud risks, such as by designating specific
provider types as high risk and developing associated control
activities.
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However, CMS had not conducted a fraud risk assessment for Medicaid,
and had not designed and implemented a risk-based antifraud strategy. '
A fraud risk assessment allows managers to fully consider fraud risks to
their programs, analyze their likelihood and impact, and prioritize risks.
Managers can then design and implement a strategy with specific control
activities to mitigate these fraud risks, as well as design and implement
an appropriate evaluation. We concluded that through these actions,
CMS could better ensure that it is addressing the full portfolio of risks and
strategically targeting the most-significant fraud risks facing Medicaid. As
a result, in December 2017 we made three recommendations to CMS,
two of which were to conduct fraud risk assessments, and create an
antifraud strategy for Medicaid, including an approach for evaluation. >
HHS concurred with our recommendations, but has not yet imptemented
them.

Greater Federal-State
Collaboration to
Strengthen Program
Oversight

The federal government and the states play important roles in reducing
improper payments and overseeing the Medicaid program, including
overseeing spending on Medicaid supplemental payments and
demonstrations. Our prior work shows that oversight of the Medicaid
program couid be further improved through leveraging and coordinating
program integrity efforts with state agencies, state auditors, and other
partners.

Collaborative audits with state agencies. As we have previously
reported, CMS has made changes to its Medicaid program integrity
efforts, including a shift to collaborative audits—in which CMS’s
contractors and states work in partnership to audit Medicaid providers. In
March 2017, we reported that collaborative audits had identified
substantial potential overpayments to providers, but barriers—such as
staff burden or problems communicating with contractors~-had limited
their use and prevented states from seeking audits or hindered the
success of audits.®® We recommended that CMS address the barriers that
fimit state participation in collaborative audits, including their use in
managed care delivery systems. CMS concurred with this

S1See GAO, Medicare and Medicaid: CMS Needs to Fully Align lts Antifraud Efforts with
the Fraud Risk Framework, GAQ-18-88 (Washington, D.C.. Dec. 5, 2017).

52See GAO-18-88.
53see GAO, Medicaid Program Integrity: CMS Should Build on Current Oversight Efforts

by Further Enhancing Collaboration with States, GAQ-17-277 (Washington, D.C.: March
15, 2017).
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recommendation and has taken steps to address them for a number of
states, but has not yet made such changes accessible to a majority of
states.

State auditors and federal partners. We have found that state auditors
and the HHS-OIG offer additional oversight and information that can help
identify program risks. To that end, we routinely coordinate our audit
efforts with the state auditors and the HHS-OIG. For example, we have
convened and facilitated meetings between CMS and state audit officials
to discuss specific areas of concern in Medicaid and future opportunities
for collaboration. The state auditors and CMS officials commented on the
benefits of such coordination, with the state auditors noting that they can
assist CMS's state program integrity reviews by identifying program risks.

State auditors also have conducted program integrity reviews to identify
improper payments and deficiencies in the processes used to identify
them. We believe that these reviews could provide insights into program
weaknesses that CMS could learn from and potentially address
nationally. Coordination also provides an opportunity for state auditors to
learn methods for conducting program integrity reviews. The foliowing are
recent examples of reviews conducted:

« In 2017, the Oregon Secretary of State Audits Division found
approximately 31,300 questionable payments to Coordinated Care
Organizations {which receive capitated monthly payments for
beneficiaries, similar to managed care organizations), based on a
review of 15 months of data. In addition, the state auditor found that
approximately 47,600 individuals enrolied in Oregon's Medicaid
program were ineligible, equating to $88 million in avoidable
expenditures.®

« Massachusetts’ Medicaid Audit Unit's recent annual report {covering
the time period from March 15, 2017, through March 14, 2018)
reported that the state auditor identified more than $211 million in
unallowable, questionable, duptlicative, unauthorized, or potentiafly
fraudulent biiling in the program.®

S4state of Oregon, Secretary of State, Dennis Richardson and Oregon Audits Division
Director, Kip Memmott, Oregon Health Authority Should improve Efforts to Detect and
Prevent Improper Medicaid Payments Report 2017- 25 (Salem, Ore.: Navermnber 2017).

55Commonwealth of Massachusetts, Office of the State Auditor Suzanne M, Bump, Office
of the State Auditor—Annual Report Medicaid Audif Unit, March 15, 2017-March 14, 2018
{Boston, Mass.: March 15, 2018).
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« A 2017 report released by the Louisiana Legisiative Auditor's Office
stated that the office reviewed Medicaid eligibility files and claims data
covering January 2011 through October 2016, and found $1.4 million
in questionable duplicate payments.®

« Infiscal year 2017, the Mississippi Division of Medicaid reported that
they recovered more than $8.6 million through various audits of
medical claims paid to health care providers. The division aiso
referred seven cases to the state's attorney generat's office, in which
the division had identified $3.1 mittion in improper bilting.*’

At a May 2018 federal and state auditor coordination meeting that we
participated in, the HHS-OIG provided examples of the financial impact of
its work relfated to improper payments, including

- one review of managed care long term services and supports that
identified $717 million potential federal savings,

« three reviews of managed care payments made after beneficiaries’
death that identified $18.2 million in federal funds to be recovered,
and

« two reviews of managed care payments made for beneficiaries with
multiple Medicaid IDs that identified $4.3 miltion in federat funds to be
recovered.

Healthcare Fraud Prevention Partnership. The Healthcare Fraud
Prevention Partnership (HFPP) is an important tool to heip combat
Medicaid fraud. In 2012, CMS created the HFPP to share information with
public and private stakeholders, and to conduct studies related to heaith
care fraud, waste, and abuse. According to CMS, as of October 2017, the
HFPP included 89 public and private partners—inciuding Medicare—and
Medicaid-related federal and state agencies, law enforcement agencies,
private health insurance plans, and antifraud and other health care
organizations, The HFPP has conducted studies that poot and analyze
multiple payers' claims data to identify providers with patterns of suspect
billing across private heaith insurance plans. In August 2017, we reported
that the partnership participants separately told us the HFPP’s studies

SSLouisiana Legislative Auditor, State of Louisiana, Duplicate Payments for Medicaid
Recipients with Multiple Identification Numbers {Baton Rouge, La.: March 29, 2017),

57Mississippi Division of Medicaid, Medicaid Recovers $8.6 Milfion in Fiscal Yeer 2017

{Jacksan, Miss.), accessed May 29, 2018, hitps://medicaid.ms.gov/medicaid-recovers-8-6-
mition-in-fiscal-year-2017/.
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helped them identify and take action against potentially fraudulent
providers and payment vulnerabilities of which they might not otherwise
have been aware, and fostered both formal and informal information
sharing.5®

Chairman Johnson, Ranking Member McCaskill, and Members of the
Committee, this concludes my prepared statement. | would be pleased to
respond to any questions you may have.
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Testimony of: Brian P. Ritchie
Assistant Inspector General for Audit Services
U.S. Department of Health and Human Services, Office of Inspector General

Good morning, Chairman Johnson, Ranking Member McCaskill, and distinguished Members of
the committee. | am Brian P. Ritchie, Assistant Inspector General for Audit Services, U.S.
Department of Health and Human Services. Thank you for your longstanding commitment to
ensuring that the Medicaid program’s 67 million beneficiaries are well served and the
taxpayers’ approximately $600 billion investment is well spent. 1appreciate the opportunity to
discuss the Office of Inspector General’s work to combat fraud, waste, and abuse in Medicaid
and what more can be done to secure the future of this important program.

introduction

Medicaid spending represents one-sixth of the national health care economy, and Medicaid
serves more people, including some of the Nation’s most vuinerable individuals, than any
other Federal health care program. Congress created the Office of inspector General (OIG)
for the U.S. Department of Health and Human Services (HHS or the Department} in 1976 as
an independent body to oversee HHS programs. A key component of my office’s mission is to
promote integrity and efficiency in Medicaid and other Federal health care programs. While
0IG does not directly operate the Medicaid program, through a nation-wide program of
audits, evaluations, inspections, investigations, and enforcement actions, OIG has identified
numerous vulnerabilities to program operations and offered specific recommendations to the
Centers for Medicare & Medicaid Services (CMS) and its State partners for how to mitigate or
eliminate those vulnerabilities and enhance the economy and efficiency of the Medicaid
program going forward.

OIG shares the committee’s commitment to protecting Medicaid from fraud, waste, and abuse
and has an extensive body of oversight work in this area. Persistent challenges include high
improper payment rates, inadequate program integrity safeguards, and beneficiary health and
safety concerns. In our extensive experience combating various types of vulnerabilities in all
regions of the country, across ail provider types, regarding all classes of items and services, one
program administration shortcoming has emerged as a consistent impediment to effective
oversight. That shortcoming is the lack of a robust national Medicaid dataset that is complete,
accurate, and timely. A complete, accurate, and timely Medicaid dataset would greatly
facilitate Medicaid program operations and promote economy and efficiency.

Much program integrity work seeks to recover improper payments already made and reduce
improper payments going forward. In FY 2017, projected improper Medicaid payments
totaled about $59 billion. CMS must do more to ensure that Medicaid payments are made to
the right provider, for the right amount, for the right service, on behalf of the right
beneficiary.
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My testimony addresses how to protect Medicaid and its program beneficiaries through the
lens of OIG’s core program integrity principles of prevention, detection, and enforcement.
Enhanced data functionality offers cross-cutting benefits that would enhance prevention,
detection, and enforcement to correct problems and prevent future harm.

Qversight of CMS'’s Efforts To Address Fraud and Overpayments in Medicaid

Complete and reliable national Medicaid data are necessary for effective program oversight
and management and to detect bad actors.

The ability to detect problems in real time, or as close to real time as possible, enables effective
oversight and can protect patients and help prevent improper payments. CMS, States,
Medicaid managed care entities, and providers share the responsibility for detecting and
addressing problems in the Medicaid program. The lack of national Medicaid data hampers the
ability to quickly detect and address improper payments, fraud, waste, or quality concerns,
both within States and across the Nation.

CMS must ensure the completeness and reliability of data in the Transformed Medicaid
Statistical Information System.

Congress has recognized the value of enhanced Medicaid data, but more needs to be done to
achieve the goal. Through the Balanced Budget Act of 1997, Congress mandated that States
submit data to provide for a national Medicaid dataset. The Transformed Medicaid Statistical
Information System {T-MSIS) is a joint effort by CMS and the States to address previously
identified problems with national Medicaid claims and eligibility data. CMS’s goals for T-MSIS
are to improve the completeness, accuracy, and timeliness of Medicaid data.

CMS began testing T-MSIS with 12 volunteer States in 2011. T-MSIS builds on and replaces the
Medicaid Statistical Information System. CMS initially set a goal for all States to submit T-MSIS
data by July 2014. CMS subsequently extended that deadline several times. After multiple
missed impiementation deadlines, technological problems, competing priorities, and other
implementation delays, as of May 2018, 49 States (all States except Wisconsin) and the District
of Columbia had begun reporting data to T-MSIS, but concerns remain about the quality and
completeness of the data reported.

01G is concerned about whether the data will be actionable, as our work has identified
numerous issues with the completeness and quality of the data. We found that States are not
consistently submitting the same T-MSIS data elements, limiting the ability to make
comparisons across all States. Despite CMS's attempts to further standardize meaning through
a revised standard data dictionary, T-MSIS data elements may not mean the same thing across
States. Different interpretations across States could result in data that is not comparable across
different States.
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Until CMS and States achieve full implementation, the Department must prioritize obtaining
complete and reliable T-MSIS data. CMS must ensure that the same data elements are
consistently reported and uniformly interpreted across States to best inform program
management and oversight. To accomplish this, OIG recommends that CMS establish a
deadline for when national T-MSIS data will be available for multi-State program integrity
efforts. Without the prioritization motivated by a fixed deadline, some States and CMS may
delay full implementation of T-MSIS to the detriment of Medicaid program integrity.

CMS should ensure that States report encounter data for all managed care entities.

Eighty percent of all Medicaid beneficiaries receive part or all of their services through
managed care. For CMS and States to operate Medicaid effectively at both the Federal and
State level, it is vital that T-MSIS include complete and accurate managed care encounter data.
State Medicaid agencies contract with managed care entities to deliver health care services and
perform certain administrative functions such as data collection and reporting. Most
importantly, managed care entities are required to report medical claims data, known as
encounter data, to States that then report the data to CMS via T-MSIS. Encounter data include
detailed information about the services provided to Medicaid beneficiaries enrolled in managec
care. Like fee-for-service Medicaid claims, encounter data are the primary record of services
provided to Medicaid beneficiaries enrolled in managed care. The Society of Actuaries calls
encounter data “the single most important analytical tool for health plans and health programs.
Without accurate and timely data, it is not possible to analyze costs, utilization or trends;
evaluate benefits; or determine the guality of services being provided.”

OIG found that States’ Medicaid managed care encounter data were incomplete. Reasons that
States cited for their failure to report complete information included the inability to collect
encounter data from some managed care entities and limitations in the State’s data systems.
CMS has made some progress in addressing this problem, including regulatory requirements,
guidance, and an ongoing data quality monitoring review of submissions of encounter data
through T-MSIS. However, the Department must do more to ensure that the data necessary to
support program integrity in Medicaid managed care are complete, accurate, and timely. Thus,
0IG continues to recommend that CMS ensure that States report encounter data for all
managed care entities.

The tack of quality national Medicaid data hampers enforcement efforts.

States and the Federal Government need a high-quality Medicaid dataset to effectively
administer the Medicaid program. National data can be used to identify fraud schemes and
other vulnerabilities that cross State lines. Even localized schemes are more easily concealed
absent national data. Aberrant utilization or spending patterns may not appear problematic
until compared against another State’s experience or national averages. Identifying such
schemes in one State can alert other States to patterns of fraudulent or abusive practices that
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may be occurring in their jurisdiction. This information can generate referrals to State law
enforcement agencies like the State Medicaid Fraud Control Units or joint investigations across
State lines. Complete and reliable data are critical to identifying improper payments and to
enable Federal and State enforcement efforts to keep fraudulent and harmful providers out of
Medicaid and hold bad actors accountable. National Medicaid data holds the promise of
supporting and amplifying enforcement efforts. We have seen this potential for data to
strengthen the effectiveness of enforcement efforts. For example, in July 2017, OIG and its law
enforcement partners conducted the largest ever National Health Care Fraud Takedown.
Sophisticated data analytics played an indispensable role in enabling the success of this
takedown. The end result—charges against more than 400 defendants across 41 Federal
districts for their alleged participation in health care fraud schemes involving about $1.3 billion
in false billings—protected the programs and sent a strong signal that theft of taxpayer funds
will not be tolerated. Notably, 120 defendants, including doctors, were charged for illegally
prescribing and distributing opioids and other dangerous drugs, and 295 providers were served
with exclusion notices for conduct related to opioid diversion and abuse. A concurrent data
brief underscored the magnitude of the opioid problem, identifying concerns about extreme
use and questionable prescribing of opioids in Medicare Part D. That is the potentiai of data—
leveraged by skiiled auditors, investigators, and analysts—to protect the program, to protect
beneficiaries, and to bring bad actors to justice.

Unfortunately, we currently cannot replicate this type of analysis in Medicaid. Development of
a national Medicaid dataset would promote economy and efficiency in Medicaid by facilitating
timely detection of and rapid response to improper payments and fraud. Quality national
Medicaid data provide visibility into payments and offer the transparency necessary to
determine whether Medicaid is paying the right amount, to the right provider, for the right
service, on behalf of the right beneficiary. OIG can harness the power of accurate, timely, and
complete data not only to support enforcement efforts, but also to identify vulnerabilities to
avoid, and best practices to replicate with the ultimate goal of promoting value and improving
quality of care. While CMS and States have made important strides to improve Medicaid data,
more ¢an be done to ensure T-MSIS achieves its full potential, Ultimately, T-MSIS will be only
as useful as the data it receives. This is why CMS must ensure the completeness and reliability
of T-MSIS data and improve provider enroliment data to prevent unscrupulous providers from
enrolling in Medicaid and gaining access to Medicaid funds and beneficiaries. Such data are
essential to the efficiency, effectiveness, and integrity of Medicaid. Savings achieved through
improved program integrity and reduced improper payments couid fund improved services for
beneficiaries.

Leveraging Tools To Prevent Fraud

Although OIG has extensive experience conducting investigations and enforcement actions to
recoup improper payments and exclude fraudulent providers, the first pillar of our program
integrity strategy is prevention. Keeping bad actors and ineligible beneficiaries out of the
program on the front end prevents improper payments. Complete and reliabie data can help
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States achieve this front-end integrity. By knowing with whom they are doing business, States
can enroll trusted providers and avoid paying, or having their beneficiaries endure subpar
services from, providers who do not deserve such trust.

States have not fully enacted enhanced provider screening.

To ensure that Medicaid pays the right provider, the program must be able to identify the
providers with whom it does business, and keep bad actors out of the program. Preventing bad
actors from entering the Medicaid program not only reduces improper payments, but also
protects patients from harm.

States must screen providers commensurate with the potential risk for fraud, waste, and abuse
that they pose to Medicaid, with high-risk providers requiring more intense scrutiny. However,
States often fail to effectively screen high-risk providers, including key safeguards like
conducting fingerprint-based criminal background checks and site visits. Previous O!G work
found that many States had yet to implement fingerprint-based criminal background checks
and site visits. 0{G made recommendations to CMS to assist States with implementing these
activities. CMS concurred with O1G’s recommendations and has provided assistance to States.
However, CMS has extended the deadline for implementation of fingerprint-based criminal
background checks, indicating that States have not yet resolved the vuinerability inadequate
background check procedures pose for provider enroliment. OIG has ongoing work to provide a
status update on implementation of fingerprint-based criminal background checks.

CMS must ensure that States timely and fully implement these critical safeguards lest bad
actors defraud Medicaid of millions of dollars and endanger beneficiaries. For example, in
Virginia two individuals conspired to defraud a special caregiver program covered under
Medicaid by submitting timesheets for payment for services that were never rendered. One of
the conspirators was actually incarcerated on the days when he falsely claimed to have
provided Medicaid services. Better compliance with criminal background check requirements
can help prevent similar fraud schemes.

In another example, in North Carolina a menta! health facility operator submitted fraudulent
Medicaid claims for services for beneficiaries with developmental disabilities. The operator
submitted at least $2.5 million in fraudulent claims using stolen beneficiary information from a
defunct company that he previously co-owned, and he received more than $2 million in
reimbursements from Medicaid. State site visits could have revealed that the beneficiaries
never actually received services.

These cases exemplify why 0IG recommends that CMS improve provider screening by working
with States to implement fingerprint-based criminal background checks and site visits for high-
risk providers.
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For provider screening to be truly effective, States need timely, complete, and accurate data to
identify the providers seeking access to Medicaid monies and patients. OIG has issued several
recommendations to reduce duplicate provider enroliment data collection by sharing data
across States or creating central repositories. Sharing data across States and with Medicare
data systems would streamline the Medicaid enroliment process and reduce the chance for
error within any one database. A joint enroliment system would provide a “one-stop shop” for
State Medicaid officials and providers—reducing provider burden and duplication in reporting,
verifying, and updating information. This could reduce data-collection duplication and burdens
on States and providers and improve the completeness and accuracy of the data available to
Medicaid. The President’s FY 2019 Budget request includes a proposal to consolidate provider
enroliment screening for Medicare, Medicaid, and the Children’s Health insurance Program.

Reducing Improper and Wasteful Payments and Ensuring Compliance With Fiscal Controls

Ensuring Compliance with Fiscal Controls

Reducing improper payments to providers is a critical element in protecting the financial
integrity of Medicaid. In FY 2017, HHS reported a Medicaid improper payment rate of 10.1
percent, CMS has engaged with State Medicaid agencies to develop corrective action plans
that address State-specific reasons for improper payments as a part of CMS’s Payment Error
Rate Measurement program, which measures Medicaid improper payments. CMS has
facilitated national best practices calls to share ideas across States, provided State education
through the Medicaid Integrity institute, offered ongoing technical assistance, and provided
additional guidance as needed to address the root causes of improper payments. CMS has
indicated that it continues to provide guidance to States on their procedures for calculating and
claiming costs under waiver programs for home and community-based services.

0IG audits have identified substantial improper payments to providers across a variety of
Medicaid services, including school-based services, nonemergency medical transportation,
targeted case management services, and personat care services. 0IG has also identified several
States that made improper payments to Medicaid managed care entities. More specifically, we
found that several States made monthly capitated payments on behaif of deceased Medicaid
beneficiaries, and we identified several States that made duplicate monthly capitated payments
for the same beneficiary. CMS should continue to engage with State Medicaid agencies to
develop corrective action plans and provide specific guidance to States regarding services and
benefits most vuinerable to improper payments.

016G audits have identified billions of dollars in Medicaid overpayments that States should pay
back. OIG has conducted extensive work looking at how much of this money CMS has
collected. One OIG study found that CMS had collected about 80 percent of $1.2 billion in
Medicaid overpayments identified in certain audits. OIG plans continued work in this area to
ensure the program effectively reclaims overpayments,
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At times, States may exploit the Federal-State partnership for Medicaid financing to improperly
shift costs to the Federal Government. QIG has identified a number of State policies that may
inflate the Federal share of Medicaid expenditures. States have misused provider taxes,
intergovernmental transfers, supplemental payments, and inflated payment rates to increase
the Federal Medicaid funding that States receive. Such practices may distort the statutorily
defined Federal share of Medicaid expenditures and undermine the Federal-State partnership.

CMS has tried to curtail inappropriate State financing mechanisms that inflate the Federal share
of Medicaid costs. For example, CMS issued guidance to State Medicaid directors and State
health officials to clarify the rules for heaith care provider taxes.

But more needs to be done, CMS should closely review State Medicaid plans and plan
amendments to identify any potentially inappropriate cost-shifting from States to the Federal
Government.

Oversight of Eligibility Determinations
States are not always correctly determining Medicaid eligibility for beneficiaries.

Correctly determining beneficiary eligibility is vital to the accuracy of Medicaid payments. To
ensure that Medicaid makes payments on behaif of the right beneficiary, it is critical to
determine whether the beneficiary receiving services is actually eligible for Medicaid. Recent
01G audits of three States estimated that more than $1.2 billion in Federal Medicaid payments
has been made on behalf of potentiaily ineligible and ineligible beneficiaries. Lack of
enroliment data systems functionality was a key contributor to these payments.

0IG recently reviewed whether certain States were correctly determining eligibility, following
changes made by the Affordable Care Act {ACA) to Medicaid eligibility rules. ACA allowed
States to expand Medicaid eligibility for certain low-income adults and claim a higher Federal
Medical Assistance Percentage for those who are newly eligible under the expansion. Asa
result of States incorrectly determining beneficiaries’ eligibility, payments made on behalf of
those beneficiaries could be incorrect, resulting in the improper shift of costs from the State to
the Federal Government. OIG reviews of Medicaid eligibility determinations by California, New
York, and Kentucky reveal that these States did not always comply with Federal and State
requirements to verify applicants’ income, citizenship, identity, and other eligibility criteria. in
total, across these three States, 0IG estimated that more than $580 million in Federal Medicaid
payments were made on behalf of 183,579 potentially ineligible beneficiaries, and about $655
mitlion in payments made on behalf of 413,349 ineligible beneficiaries—over $1.2 billion in
total for more than 596,000 beneficiaries. Both human and system errors contributed to these
payments, with some enrollment data systems lacking the ability to (1) deny or terminate
ineligible beneficiaries; {2) properly redetermine eligibility when a beneficiary aged out of an
efigibility group; (3) maintain records, per Federal requirements, relating to eligibility
determinations and verifications; and {4) retrieve and use information from other Government
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databases, such as those managed by the Sociaf Security Administration and Department of
Homeland Security.

To ensure compliance with Federal and State requirements for determining Medicaid eligibility,
we recommended that States ensure that enrollment data systems are able to verify eligibility
criteria, develop and implement written policies and procedures to address vulnerabilities, and
undertake redeterminations as appropriate.

Medicaid is overpaying for prescription drugs due to underpaid rebates

To help contain the costs of prescription drugs in Medicaid, manufacturers are generally
required to pay rebates to the States for covered outpatient drugs under the Medicaid Drug
Rebate Program. As part of the rebate agreements, manufacturers must report product and
pricing information to CMS that is used to calculate the rebates owed. CMS and States share
responsibility for ensuring that manufacturers pay all rebates to which the States and Federal
Government are entitled.

Ensuring that manufacturers report product and pricing information correctly is a challenge for
HHS. Manufacturer misreporting can result in manufacturers’ underpaying rebates, which
inappropriately increases Federal and State Medicaid costs. We found that from 2012 to 2016,
Medicaid may have lost $1.3 billion in base and inflation-adjusted rebates for 10 potentially
misclassified drugs.

Overseeing States’ collection of manufacturer rebates is also a challenge for HHS. OIG has
identified instances in which States failed to bill for or collect Medicaid rebates for physician-
administered drugs, forgoing money owed to those States and the Federal Government. OIG
has ongoing work assessing CMS’s oversight of the Medicaid Drug Rebate Program to identify
opportunities for improvement.

Quality of Care

Medicaid must know with whom it is doing business, not only to prevent improper payments to
ineligible providers, but also to protect beneficiaries from low-quality care. OIG has raised
concerns about the varying standards, and in some cases, minimal vetting, for Medicaid
personal care services (PCS) providers, potentially exposing the Medicaid program to financial
fraud and Medicaid beneficiaries to abuse and negiect. For example, an elderly woman in
Idaho was found dangerously malnourished and dehydrated after her Medicaid-funded
caregiver failed to provide her with water and food. Investigators found the woman living in
filth, when Medicaid was paying a PCS attendant to care for her everyday needs. OIG continues
to recommend that CMS improve States’ ability to monitor billing and care quality by requiring
States to either enroll PCS attendants as providers, or require them to register with their State
Medicaid agencies, and assign each attendant a unique identifier.
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Group Homes

In response to reports of abuse and neglect of developmentally disabled residents in group
homes, OIG launched a series of audits examining how States responded to critical incidents in
group homes. OIG found that up to 99 percent of these critical incidents were not reported to
the appropriate law enforcement or State agencies as required. To address these troubling
findings, we worked with experts from HHS Administration for Community Living, HHS Office
for Civil Rights, CMS, the Department of Justice, and State stakeholders to create a joint report
entitled Ensuring Beneficiary Health and Safety in Group Homes Through State Implementation
of Comprehensive Campliance Oversight. This report contains workable, holistic solutions that
States can use to protect the health and safety of their residents living in group

homes. Building on State efforts to protect people with disabilities in group homes, the report
features suggested Model Practices for States and offers suggestions on the Federal level for
CMS. These Model Practices focus on four main aspects of handling critical incidents:
investigation, reporting, correction, and transparency and accountability. The joint report
contains detailed suggestions, including what actions States should take when group homes
repeatedly fail to report incidents.

Partnerships With MFCUs and Law Enforcement and Using Data To Protect Programs

Medicaid Fraud Control Units {MFCUs}, the State agencies authorized to fight fraud and prevent
patient abuse and neglect, are key partners in battling fraud and abuse in Medicaid. In FY 2017,
MFCUs reported more than 1,500 convictions, nearly 1,000 civil settlements and judgements,
and more than $1.8 billion in criminal and civil recoveries. OIG partners with MFCUs in joint
investigations to hold wrongdoers accountable, recover stolen taxpayer dollars, and send a
strong message to deter would-be fraudsters.

0!G provides oversight and administers the grants that fund the MFCUs. in this role, 0IG
continually strives to maximize the effectiveness of State MFCUs, thereby empowering States
to better serve their populations. 0IG actions to drive the effectiveness of MFCUs include
enhancing OIG oversight using a data-driven risk assessment to target engagement, improving
MFCUs’ capabilities through training, increasing law enforcement collaboration between
MCFUs and 0IG, and working to help the MFCU program obtain resources consistent with an
evolving Medicaid program.

Although Medicaid has grown substantially since 2010, the fraud-fighting resources of the State
MFCUs have not kept pace. The 50 existing MFCUs receive 75 percent of their fundingon a
matching basis from the Federal Government but often they encounter severe restrictions on
their ability to maintain or expand staff. in addition to the challenges of securing State-
appropriated dollars for the MFCU match, some Units have difficulty in recruiting and retaining
staff because of salary limitations.

9
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Number of MFCU Staff and
Medicaid Expenditures FY 2010-2017
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Between FY 2010 and 2017, while total MFCU staff resources increased 11.5 percent, total
Medicaid expenditures for both Federal and State Governments increased 50 percent. in 2010,
each MFCU employee had oversight responsibility for nearly $218 million in program
expenditures, but by FY 2017 that ratio increased, and each MFCU employee was responsible
for overseeing nearly $293 million. MFCUs are a wise investment, offering an estimated return

of $6.52 for every $1 invested.

Conclusion

Effectively overseeing Medicaid remains a top management challenge for HHS. OIG has offered
several suggestions to improve Medicaid program operations, including the following
unimplemented recommendations:

e CMS should ensure that national Medicaid data are complete, accurate, and timely.

® CMS should facilitate State Medicaid agencies’ efforts to screen new and existing
providers by ensuring the accessibility and quality of Medicare’s enrollment data.

e CMS should pursue a means to compel manufacturers to correct inaccurate
classification data reported to the Medicaid Drug Rebate Program.

* (MS should require States to either enroll PCS attendants as providers or require PCS
attendants to register with their State Medicaid agencies and assign each attendant a
unique identifier.
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OIG plans to continue prioritizing Medicaid oversight to prevent and detect fraud, waste, and
abuse, and take appropriate action when fraud, waste, or abuse occur.

OIG has the capacity to leverage advanced data analytic techniques to detect potential
vulnerabilities and fraud and better target our resources to those areas and individuals most in
need of oversight, However, to date, this innovative way to enhance and strategically target
our oversight efforts cannot be accomplished in Medicaid without better quality, national
Medicaid data. This is the consistent cross-cutting impediment to effective prevention,
detection, and enforcement within the Medicaid program. While neither CMS nor State
Medicaid agencies presently command the data necessary to optimally support a 21st century
Medicaid program, we believe this committee’s continued oversight will help achieve this goal,
Thank you for your ongoing leadership and for affording me the opportunity to testify on this
important topic.
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The U.S. health care financing system is broken and increasingly is dominated by the
government. By transitioning to a third-party payment system, we have separated the consumer
of health care products and services from the direct payment for them. Most consumers do not
know what treatments costs, and except for the cost of insurance or copays, they really do not

care€.
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As the benefit of free market competition from health care has been removed, the costs
have predictably soared. Since 1960, the share of all health carc spending paid by government
has more than doubled, from about one-fifth to just under half. The result: Overall health
spending now consumes about 17 percent of the nation’s gross domestic product.
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Central to this unsustainable growth is Medicaid. Medicaid began in 1965 as essentially
an afterthought, a program so negligible that President Lyndon Johnson did not even mention it
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when it when he signed it into law alongside Medicare.' Envisioned as “a small program to
cover poor people’s medical bills,”> Medicaid enrolled just four million people in its first year, at
a per-enrollec cost of only $222.

--~ Today, Medicaid has grown to be the nation’s largest health insurer, covering about 70
million people, at a cost to taxpayers of $554 billion per yearA3 Per-enrollee costs are now
$7,973—a 3,491 percent increase since 1966.% This growth is especially dramatic when current
Medicaid spending is compared to the $165 billion that Medicaid would have cost in 2015 if it
had grown only at the rate of inflation and growth in population since 1990.° Federal
government projections expect this growth to accelerate in the coming years, primarily due to the
Affordable Care Act’s (ACA) Medicaid expansion,6
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As Medicaid spending consumes even more of the federal budget, it is important that
Medicaid dollars are spent properly—so that the funds flow only to those Americans in need.
However, independent government watchdogs and ongoing oversight by the Committee on

' Lyndon B. Johnson, Remarks with President Traman at the Signing in independence of the Medicare Bill (July 30,
1965), available at http://www.presidency.ucsb.edu/ws/?pid=27123.

* Kate Zernike, Abby Goodbough & Pam Belluck, In Health Bill’s Defeat, Medicaid Comes of Age, N.Y. TIMES
(Mar, 27, 2017), available at https://www.nytimes.com/2017/03/27/health/medicaid-obamacare.htm1?_r=0.

* U.S. Dep’t of Health & Human Servs., 20/6 Actuarial Report an the Financial Qutlook for Medicaid (2016),
available at https://www medicaid gov/medicaid/finance/downloads/medicaid-actuarial-report-2016.pdf.

* Medicaid & CHIP Payment & Access Comm’n, Medicaid Enrollment and Total Spending Levels and Annual
Growth, in MACStats: Medicaid & CHIP Data Book (Dec. 2017), available at https://www.macpac.gov/wp-
content/uptoads/2015/1 /EXHIBIT-10.-Medicaid-Enrollment-and-Total-Spending-Levels-and-Annual-Growth-FYs-
1966%E2%80%932016.pdf.

5 Chairman Johnson’s staff calculated this number using Consumer Price Index (CPI-U) data and figures from
Bureau of Labor Statistics and the U.S. Census Bureau.

% Letter from Sen, Ron Johnson, Chairman, S. Comm. on Homeland Sec. & Gov’t Affairs, to Seema Verma, Adm’r,
Crrs. for Medicare & Medicaid Servs. (Sept. 27, 2017).
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Homeland Security and Governmental Affairs show that the Medicaid program is plagued by
waste, fraud, and abuse:

e Medicaid overpayments to providers stand at $37 billion per year, a 157 percent
increase since 2013’

IMPROPER PAYMENTS

IN FEDERAL MEDICAID SPENDING
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e The Department of Health and Human Services Office of Inspector General (HHS
OIG) recently estimated that California spent more than $1 billion in federal
Medicaid funds for 445,000 ineligible or potentially ineligible bencficiaries. ®

e The HHS OIG also found that New York madc federal Medicaid payments of $26.2
million on behalf of more than 47,000 ineligible people,9

¢ Medicaid fraud convictions by state Medicaid Fraud Control Units nationwide have
increased 17 percent since 2013, while criminal recoveries nearly doubled in 2017
compared to the year before.'® At the end of 2017, state Medicaid Fraud Control
Units had nearly 20,000 open fraud investigations. 1

" U.S. Gov't Accountability Office, GAQ-18-444T, Medicaid: Opportunities for Improving Program Oversight
(Apr. 2018), available at hitps://www.gao.gov/assets/700/691209 pdf.
$U.8. Dep’t of Health & Human Servs. Off. of Inspector Gen., A-09-16-02023, California Made Medicaid
Payments on Behalf of Newly Eligible Beneficiaries Who Did Not Meet Federal and State Requirements (Feb.
2018), available at hitps://oig.hhs.gov/eas/reports/region9/91602023.pdf.
% U.8. Dep’t of Health & Human Servs. Off. of Inspector Gen., A-02-15-01015, New York Did Not Correcily
Determine Medicaid Eligibility for Some Newly Enrolled Beneficiaries (Jan. 2018), available at
https://oig hhs.gov/oas/reports/region2/21501015 . pdf.
* U.S. Dep’t of Health & Human Servs, Off. of Inspector Gen., Medicaid Fraud Control Units Fiscal Year 2017
{}nnual Report (March 2018), https://oig hhs.gov/oei/reports/oei-09-18-00180.pdf.
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¢ The U.S. Government Accountability Office (GAO) has discovered Medicaid
benefits for dead people and prisoners; hundreds of thousands of beneficiaries who
provided apparently false social security numbers;'> and an ACA data hub granting
coverage to fictitious applicants.’?

e Private insurers have made “spectacular proﬁts"’14 from Medicaid expansion in
California, with one insurer’s margins increasing 578 percent in the expansion’s first
two years, from $71 million to $484 million."

e The Centers for Medicare & Medicaid Services (CMS) has vast authority granted by
22005 law to police Medicaid fraud,'® but it has largely failed to do so. GAO and
other watchdogs have warned CMS for the past 15 years that Medicaid is uniquely
vulnerable to fraud and overpayments.

e CMS has not cven attempted to recoup for federal taxpayers the more than one billion
in potentially fraudulent Medicaid payments in California, New York and
Kentucky,'” and has not said whether it will go after the excessive payments to
insurers in California.

e With the ACA’s reimbursement formula giving states an incentive to enroll more
beneficiaries to obtain more federal money, CMS has allowed certain states to game
the system. California, for example, has received a share of Medicaid expansion
dollars vastly disproportionate to other states, '® even while California officials gave
Medicaid money to ineligible people.

Medicaid is a program to assist low-income Americans and others in need. This staff
report is not meant to challenge the intentions of such assistance. But for American taxpayers to
have confidence that Medicaid funds are only going to those truly in need, CMS must better
police wasle, fraud, and abuse in the Mcdicaid program. The depth of Medicaid’s fiscal
problems shows the need for continued congressional attention on health care reform to slow
Medicaid’s rate of growth and more equitably fund state Medicaid programs.

2.8, Gov’t Accountability Office, GAO-15-313, Medicaid: Additional Actions Needed to Help Improve Provider
and Beneficiary Fraud Controls (May 2015), available ar https://www.gao.gov/products/GAO-15-313.

2 U.S. Gov’'t Accountability Office, GAO-16-29, Patient Protection and Affordable Care Act: CMS Should Act to
Strengthen Enroliment Controls and Manage Fraud Risk (Feb. 2016), available at
https://www.gao.gov/assets/680/675767 pdf.

'* Chad Terhune & Anna Gorman, fnsurers make billions off Medicaid in California during Obamacare expansion,
L.A. Times, Nov. §, 2017,

% Medi-Cal Managed-Care Financial Results, 201 2, KAISER HEALTH NEWS, available at

https://kaiserheaithnews. files.wordpress.com/2017/1 1/medi-cal_financials3.pdf.

' Deficit Reduction Act of 2005, Pub. L. No. 109-171, 120 Stat. 4 (2006).

\" “Improper Payments in State-Administered Programs: Medicaid”: Hearing before the Subcomm. on Gov't
Operations & the Subcomm. on Intergovernmental Affairs of the H. Comm. on Oversight & Gov't Reform, 115h
Cong. (2018).

18 | etter from Sen. Ron Johnson, Chairman, S. Comm. on Homeland Sec. & Gov’t Affairs, to Edmund Brown Jr.,
Governor of Cal, (Sept. 27, 2017) (California “represents 34 percent of all Medicaid expansion spending, even
though California represents only 12 percent of the total U.S. population” {citations omitted)).
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FINDINGS

Senator Ron Johnson, Chairman of the Senate Committee on Homeland Security and
Governmental Affairs, has been conducting oversight of Medicaid program integrity and
escalating costs since February 2017. This oversight has included several letters to CMS and
requests for information from eight states. To date, the Chairman’s oversight has found:

+ Congress substantially expanded CMS’s oversight responsibilities in the Deficit
Reduction Act of 2005," requiring CMS to root out Medicaid fraud, waste and abuse.
Yet CMS has failed to live up to the requirements of this law by conducting only
irregular, highly flawed audits of Medicaid providers and failing to meet annual
deadlines for program integrity reporting to Congress.

e CMS has not taken basic steps to fight Medicaid fraud, including reviewing federal
eligibility determinations for accuracy and even creating an antifraud strategy. Since
2015, GAO has made 11 separate anti-fraud recommendations to CMS. CMS has
implemented none.*

o HHS programs overall are riddled with fraud. New data show that HHS fraud totals
nearly $6 billion, by far the highest of any federal agency and 68 percent of the total
fraud reported across the government.?!

s Although there is no specific breakdown for Medicaid in HHS fraud numbers,
evidence indicatcs that Medicaid fraud is rampant.

o The Committee identified nearly 1,100 people convicted or charged
nationwide since 2010 in fraud or related schemes targeting Medicaid to
obtain prescription opioids.”

o GAO and other watchdogs have documented potential improper or fraudulent
Medicaid payments totaling more than $1 billion in at least eight states—
California, New York, Kentucky, Illinois, Arizona, Florida, Michigan, and
New Jersey.”

» The ACA worsened the problem of Medicaid fraud and overpayments by giving
states incentives to declare people newly eligible to receive 100 percent federal
reimbursement during the Medicaid expansion’s first three years.

' Deficit Reduction Act of 2005, Pub. L. No. 109-171, 120 Stat. 4 (2006).

® Improper Payments in State-Administered Programs: Medicaid, supra note 17.

*! Resources, PAYMENTACCURACY.GOV, hitps://paymentaccuracy.goviresources/.

* Maj. Staff of S. Comm. on Homeland Sec. and Gov't Affairs, Drugs for Dollars: How Medicaid Helps Fuel the
Opioid Epidemic (2018).

¥ GAQ-15-313, Medicaid: Additional Actions Needed to Help Improve Provider and Beneficiary Fraud Controls,
supra note 12,
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THE MEDICAID PROGRAM AND CMS’S ROLE IN IT

Medicaid provides frec or low-cost health coverage to low-income people, families and
children, pregnant women, the elderly, and people with disabilities.* The program is run day-to-
day by states and overseen by CMS,” which is a component entity of HES.

Federal taxpayers contribute a specified percentage of Medicaid program expenditures to
the states.?® HHS calculates and annuaily publishes this federal contribution, known as the
Federal Medical Assistance Percentage.”’ There is generally no cap on the amount that the
federal government contributes to Medicaid in a particular state. ™

Much of Medicaid’s recent growth is due to the ACA, which expanded Medicaid
eligibility to include adults under 65 with incomes up to 133 percent of the federal poverty
level.”” CMS significantly understated its projections for per-enrollee spending on adults newly
eligible for Medicaid under the ACA.*® HHS now estimates that federal Medicaid
expenditures—which were $299 billion in fiscal year 2014—will rise 96 percent to $588 billion
by 2025.3" CMS recently acknowledged “the heightened potential for waste, fraud and abuse in

states that chose to expand their Medicaid program under the [ACA]Y

CMS has vast authority to fight this fraud and waste. The ACA provided additional anti-
fraud tools, includin§ allowing “CMS to suspend payments to providers on the basis of a credible
allegation of fraud.” ? The Improper Payments Information Act of 2002 also directed CMS and
other federal agencies to publicly report overpayments to Medicaid providers.** CMS’s broadest
authorities came in the Deficit Reduction Act of 2005, which provided “a serious restoration of
fiscal responsibility . . . closing loopholes and preventing the unscrupulous gaming of the
Medicaid system.”” The legislation expanded CMS’s role and responsibilities to combat
Medicaid waste, fraud and abuse by creating a Medicaid Integrity Program‘y’ Among other
provisions, the law required that CMS:

* Medicaid & CHIP Coverage, HEALTHCARE.GOV, https://www.healthcare.gov/medicaid-chip/getting-medicaid-
chip/.

2 Medicaid 101: Administration, MACPAC, https://www.macpac.gov/medicaid-101/administration/,

% Financial Management, MEDICAID.GOV, https://www.medicaid gov/medicaid/finance/.

¥ Office of the Assistant Sec’y for Planning & Evaluation, Federal Medical Assistance Percentages or Federal
Financial Participation in State Assistance Expenditures, U.S. DEP'T OF HEALTH & HUMAN SERVS. (Mar. 1, 2015),
https://aspe.hhs.gov/federal-medical-assistance-percentages-or-federal-financial-participation-state-assistance-
expenditures.

# See Alison Mitchell, CONG. RESEARCH SERV., R42863, Medicaid Disproportionate Share Hospital Payments, at |
(June 17, 2016), http://www,crs.gov/reports/pdf/R42865.

** Eligibility, MEDICAID.GOV, https://www.medicaid gov/affordable-care-act/eligibility/index.html.

1? Letter from Sen. Ron Johnson, supra note 6.

THId

*2 Email from Emily Felder, CMS, to S. Comm. on Homeland Sec. & Gov’t Affairs maj. staff (May 18, 2018).

3 U.S. Gov’t Accountability Office, GAQ-12-288T, Medicaid Program Integrity: Expanded Federal Role Presents
Challenges to and Opportunities for Assisting States (Dec, 2011), available at
https://www.gao.gov/assets/590/586719 pdf.

3 Improper Payments Information Act of 2002, Pub. L. No. 107-300, 116 Stat. 2350 (2002).

35151 Cong. Rec. $12,149-219 (daily ed. Nov. 2, 2005).

42 US.C.A. § 1396u-6.
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* Review Medicaid providers “to determine whether fraud, waste, or abuse has
occurred”;

e Audit Medicaid claims to identify “overpayments to individuals or entities receiving
Federal funds”;

e Hire 100 new employces to focus solely on program integrity;

» Provide anti-fraud education and training

o Prepare anti-fraud plans every five years; and

» Report annually to Congress on the use of anti-Medicaid fraud funds.”?

3" Deficit Reduction Act of 2005, Pub. L. No. 109-171, 120 Stat. 4 (2006).

8
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CMS’S LAX OVERSIGHT OF MEDICAID PROGRAM INTEGRITY

Medicaid program integrity had been considered primarily a state responsibility during
the program’s first four decades.®® In the early 2000s, as independent watchdogs shined a light
on Medicaid waste, fraud, and abuse, federal policymakers insisted that CMS do more. By
2005—four decades into Medicaid’s existence—CMS had only eight full-time employees
working to help states fight Medicaid fraud and abuse. That constituted about 0.2 percent of
CMS’s entire workforce, at a time when federal taxpayers spent more than $168 billion on
Medicaid.*® Each of CMS’s eight employees was responsible for monitoring $21 billion in
fraud.

In 2006, CMS established a Medicaid Integrity Group. Nearly a decade later, just after
the ACA took effect, CMS subsumed that group under a broader Center for Program Integrity
also focusing on Medicare—meaning that the Medicaid Integrity Group “no longer exists as a
separate unit,”*’

The change highlights what government watchdogs have repeatedly found: that CMS’s
oversight of Medicaid program integrity—and its compliance with the 2005 law—has been
spotty at best. Despite its vast authority to fight Medicaid waste and fraud, CMS struggles with
its oversight of Mcdicaid program integrity.

Medicaid fraud

Medicaid fraud ranges from billing the government for services not performed to
improperly billing for illicit prescriptions such as dangerous opioids. Although health care fraud
is difficult to detect and often not prosecuted,*' evidence indicates that fraud is pervasive in the
Medicaid program and that CMS is failing to adequately police Medicaid fraud.

e In 2015, GAO found “thousands of Medicaid bencficiaries and hundreds of providers
involved in potential improper or fraudulent payments” in four states—Arizona,
Florida, Michigan, and New J f:rsf:y<4

¥ U.S. Gov't Accountability Office, GAQ-12-627, National Medicaid Audit Program: CMS Should Improve
Reporting and Focus on Audit Collaboration with States (June 2012), available at
hitps://www.gao.gov/assets/600/59 1601 .pdf.

¥ U.S. Gov't Accountability Office, GAO-06-578T, Medicaid Integrity: Implementation of New Program Provides
Opportunities for Federal Leadership to Combat Fraud, Waste, And Abuse (Mar. 2006), available at
https://www.gao.gov/assets/120/113123 pdf.

0 U.S. Gov't Accountability Office, GAO-15-207T, Medicaid Information Technology: CMS Supports Use of
Program Integrity Systems but Should Require States to Determine Effectiveness (Jan. 2015), available at
https://www.gao.gov/assets/670/668233.pdf.

*! Paul Jesilow & Bryan Burton, Detecting Healthcare Fraud and Abuse in the United States, OXFORD RESEARCH
ENCYCLOPEDIAS: CRIMINOLOGY & CRIMINAL JUSTICE, available at
http://criminology.oxfordre.com/view/10.1093/acrefore/9780190264079.001.000 /acrefore-9780190264079-e-275;
U.S. Gov’'t Accountabitity Office, GAO-16-216, Health Care Fraud: Information on Most Common Schemes and
the Likely Effect of Smart Cards (Jan. 2016), available at https://www.gao.gov/assets/680/674771 pdf.

2 GAO-15-313, Medicaid: Additional Actions Needed to Help Improve Provider and Beneficiary Fraud Controls,
wiprd note 12,
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¢ The Committee also found evidence of Medicaid fraud in its examination of
Medicaid’s role in helping to fuel the opioid epidemic.*’ In January 2018, Chairman
Johnson released a staff report highlighting nearly 300 criminal cases involving at
least 1,072 defendants in which people were convicted or charged with abusing
Medicaid to obtain or sell opioids.4 The criminal schemes identified by the
Committee ranged from large drug rings that employ beneficiaries as “runners” to fill
oxycodone prescriptions to nurses who steal hydrocodone pills from patients.”® The
Committee held a hearing in conjunction with the report to hear from local law
enforcement and a former state Medicaid official about how Medicaid fraud helps to
fuel the opioid crisis. ¥

s In a series of undercover operations between 2014 and 2016, GAO submitted
applications to the federal ACA marketplace with names of fictitious enrollees and
with fake or no documentation.*’ In nearly every instance, the marketplace granted
Medicaid coverage to the non-existent enrollees—complete with premium tax
credits—inctuding in a number of stings that occurred three years after the ACA took
effect.”® The marketplace verified the fraudulent eligibility through a CMS-created
“data hub.” GAO warned in 2016 that the hub, which “plays a key role in the
eligibility and enrollment process,” was vulnerable to fraud.®

o In April 2018, GAO testified that CMS had failed to implement 11 separate GAO
recommendation to fight Medicaid fraud, including providing regular fraud-
awareness training to employees and requiring new hires to undergo such training,
conducting Medicaid fraud risk assessments, and creating and implementing “an anti-
fraud strategy.”5 0

Medicaid overpayments

Federal law defines improper payments as those that should not have been made or were
made in incorrect amounts.”® Although improper payments include overpayments and
underpayments, only 0.8 percent of the $36.7 billion in Medicaid improper payments in fiscal
year 2017 were underpayments.”> Although the exact percentage of overpayments that

** Drugs for Dollars: How Medicaid Helps Fuel the Opioid Epidemic, supra note 22,
a4
1d.

N

* “Unintended Consequences: Medicaid and the Opioid Epidemic”: Hearing before the S. Comm, on Homeland
Sec. and Gov 't Affairs, 115th Cong. (2018).

1 GAO-16-29, Patient Protection and Affordable Care Act: CMS Should Act to Strengthen Enrollment Controls and
Manage Fraud Risk, supra note 13.

1

90

* Improper Payments in State-Administered Programs: Medicaid, supranote 17.

! PAYMENTACCURACY.GOV, https://paymentaccuracy.gov/.

*2U.S. Dep’t of Health & Human Servs., Agency Financial Report (2017), available at
https://www.hhs.gov/sites/default/files/fy-2017-hhs-agency-financial-report.pdf, Because Medicaid improper
payments are overwhelmingly overpayments, this report is using the term overpayments where appropriate.
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constitute fraud is unclear, there is no doubt that all overpayments waste federal tax dollars.
Evidence suggests that CMS could do more to police Medicaid overpayments.

o TFederal law required every federal agency to estimate improper payments and report
the estimates annually to Congress beginning in FY 2004.7 HHS, however, did not
start reporting improper Medicaid payments until 2007.

e In 2008, the first full year in which HHS disclosed improper Medicaid payments, they
were already the highest of any federal program at $18.6 billion.* This figure
prompted a stern warning from GAO, which linked improper payments to fraud and
warned that CMS needed “‘a culture of accountability over improper payments” to
“reduce fraud and address the wasteful spending that results from lapses in
controls.” GAO added that the magnitude of Medicaid payment errors “indicates
that CMS and the states face significant challenges to address the program’s
vulnerabilities.

o In2015, GAO reported that while CMS had helped state Medicaid programs
implement systems to detect overpayments, it had failed to require states to measure
whether those systems worked.> With no requirement, most states did not
implement metrics to measurc suceess.*® Around that time, Medicaid improper
payments began rising, going from $14.4 billion in 2013%—the year before
Obamacare took effect—to $37 billion in 2017—a 157 percent increase.” During the
same period, the Medicaid improper payment rate, the percentage of total federal
Medicaid expenditures estimated to be improper, rose 74 percent.“ Medicaid alone
now constitutes 26 percent of improper payments across the entire federal
government, %

e Asrecently as 2017, GAO warned in its most recent High Risk report that “CMS’s
improper payment rate estimates may be inaccurate.”®® According to GAO, 13 years
after Congress required CMS to better police Medicaid fraud, CMS must still “take

3 Improper Payments Information Act of 2002, Pub. L. No. 107-300, 116 Stat. 2350 (2002).
*#* U.S. Gov’t Accountability Office, GAQ-09-628T, Improper Payments: Progress Made but Challenges Remain in

gequire States to Determine Effectiveness, supra note 40,

id
 Letter from Bery! Davis, Dir,, Fin. Mgmt. & Assurance, U.S. Gov't Accountability Office, to Sen. Thomas
Carper, Chairman, S. Comm. on Homeland Sec. & Gov’t Affairs, et al. (Dec. 9, 2014), available at
https://www.gao.gov/assets/670/667332.pdf.
¢ GAO-18-444T, Medicaid: Opportunities for Improving Program Oversight, supranote 7.
% {.S. Dep't of Health & Human Servs., dgency Financial Report (2016), available at
https://www.hhs.gov/sites/default/files/fy-2016-hhs-agency-financial-report.pdf.
2 GAQ-18-444T, Medicaid: Opportunities for Improving Program Oversight, supra note 7.
%U.S. Gov't Accountability Office, GAO-17-317, High-Risk Series: Progress on Many High-Risk Areas, While
Substantial Efforts Needed on Others (Feb. 2017), available at https://www.gao.gov/products/GAQ-17-317.
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appropriate measures to reduce improper payments, as dollars wasted detract from
our ability to ensure that the individuals who rely on the Medicaid program—
including children, and individuals who are elderly or disabled—are provided
adequate care.”®

Medicaid audits and eligibility

CMS’s lax oversight has extended into the most vital arca of Medicaid program integrity:
ensuring only those eligible for Medicaid receive the program’s benefits.

e In2011, CMS was forced to redesign its required audits of Medicaid providers, which
were then the largest part of the CMS Medicaid integrity program.65 Due to poor
CMS data that were missing basic provider information, the audits identified less than
$20 million in potential overpayments, at a cost of at least $102 million for
contractors to conduct the audits.*

e Upon the ACA’s implementation in 2014, evidence emerged that CMS was not
paying enough attention to its fraud-related responsibilities for the fastest-growing
part of Medicaid: managed care. GAO found that CMS and other federal entities had
“taken few steps to address Medicaid managed care program integrity” and that CMS
had failed to update its managed care program integrity guidance to states since
2000.5 Unless CMS took “a larger role in holding states accountable,” GAO warned,
“a growing gxortion of federal Medicaid dollars [would be] vulnerable to improper
payments.” $ Although HHS concurred with several GAQ recommendations, it
contended that a key anti-fraud recommendation—that CMS hold states accountable
by requiring them to audit payments to Medicaid managed care providers—was
“unclear.”®

e By 2015, CMS had started interim reviews of Medicaid expansion cligibility
determinations. However, CMS officials excluded from review Medicaid eligibility
determinations in states where the federal government made such determinations,
meaning that 67 percent of the country escaped such scrutiny.”™ In the 17 states that
then had their own exchanges, CMS suspended until fiscal year 2018—the first four
years of the ACA—its requirement that states review their own eligibility

“ GAO-18-444T, Medicaid: Opportunities for Improving Program Oversight, supra note 7.
 1.S. Gov't Accountability Office, GAO-12-674T, Medicaid: Federal Oversight of Payments and Program
Integrity Needs Improvement (Apr. 2012), available at https://www.gao.gov/assets/600/590392.pdf.
 Id; GAO-12-288T, Medicaid Program Integrity: Expanded Federal Role Presents Challenges to and
Opportunities for Assisting States, supra note 33.
STU.S. Gov't Accountability Office, GAO-14-341, Medicaid Program Integrity: Increased Oversight Needed to
Ensure Iniegrity of Growing Managed Care Expenditures (May 2014), available at
https://www.gao.gov/assets/670/663306.pdf.
68 14
69 ld
" U.S. Gov’t Accountability Office, GAO-16-53, Medicaid: Additional Efforts Needed to Ensure that State
Spending is Appropriately Matched with Federal Funds (Oct. 2015), available at
https://www.gao.gov/assets/680/673159.pdf.
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determination.”* Citing ACA-related changes to Medicaid eligibility standards and
state eligibility systems, CMS required states that operate their own exchanges to
conduct temporary “pilot eligibility reviews.”™ Those reviews did find Medicaid
expansion eligibility errors in eight of nine states—including enrollment of people
whose incomes were too high to be eligible.”

o CMS is still not reviewing eligibility determinations in states using the ACA’s
federally-facilitated exchanges as GAO has been recommending since 201 5, or
filing annual reports on its Medicaid integrity program to Congress as required by the
2005 law.” According to GAO’s latest High Risk report, CMS filed the 2013 and
2014 reports in 2016—and was more than a year late with the 2015 report. As a
result, CMS is still unable to discharge its most fundamental duty to American
taxpayers: “to ensure the fiscal integrity of the [Medicaid] program.”’®

.

2y

B

" GAO-18-444T, Medicaid: Opportunities for Improving Program Oversight, supra note 7.

" GAOQ-17-317, High-Risk Series: Progress on Many High-Risk Areas, While Substantial Efforts Needed on Others,
supra note 63.

76 ld

"
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CMS’s LAX ATTENTION TO STATE MEDICAID PROGRAMS

As a joint federal-state program, Medicaid varies state-to-state. CMS claims it “works
closely with [its] state partners to provide them with the tools and knowledge to effectively
operate their programs.”’’ While CMS has taken some steps to improve state-based integrity
programs—including the establishment of the Medicaid Integrity Institute with the Justice
Department in 2007-—evidence suggests that CMS can do much more to root out waste, fraud,
and abuse in state Medicaid programs.

GAO has identified several problems with CMS’s oversight of and communication with
state Medicaid programs.

e Aslate as 2014, CMS program integrity guidance issued in 2000 to states for
Medicaid managed care was still not available on the CMS website, and state officials
reported they did not use the guidanee to fight fraud or overpayments. CMS told
GAQO at the time that the 14-year-old guidance was being “updated” but could not
provide “a timeline for its completion.””

e CMS has still not provided guidance to states on the availability of automated
information through Medicare’s enrollment database, which would help states screen
Medicaid providers. GAO has been urging this step since 2015.7°

o CMS has not sought “to identify opportunities to address barriers that limit states’
participation in eollaborative audits,”” as GAO has also recommended.® Federal
officials say CMS has sometimes allowed state officials to refuse to participate in
these a;x}dits, which limited CMS’s oversight of fraud and other program integrity
issues.

Fraud in state Medicaid programs

CMS’s lax oversight of states is leading, in part, to Mcdicaid fraud and wasted taxpayer
money.

¢ In March 2018, the Illinois auditor revealed that the state paid $71 million for
Medicaid services for more than 8,000 people without checking whether they were
still eligible within the 12-month period required by fcderal law.*™? Auditors also

7 Email from Emily Felder, supra note 32.
™ GAO-14-341, Medicaid Program Integrity: Increased Oversight Needed to Ensure Integrity of Growing Managed
Care Expenditures, supra note 67.
;: GAO-18-444T, Medicaid: Opportunities for Improving Program Oversight, supra note 7.

Id
8! Interview with Gov’t Accountability Office officials and S. Comm. on Homeland Sec, & Gov’t Affairs maj. staff
(Apr. 23,2018).
82 Financial Audit for the Year Ended June 30, 2017, STATE OF ILLINOIS DEP’T OF HEALTHCARE & FAMILY SERVS.
(Mar. 6, 2018), available ar https://www.auditor.illinois.gov/Audit-Reports/Compliance-Agency-List/DHFS/FY 17-
DHFS-Fin-Full.pdf.
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determined that Illinois paid Medicaid costs for people who were never Medicaid
eligible because their immigration status was not verified or they lacked a valid social
security number, and that Illinois failed to recoup $76 million in overpayments to
private Medicaid-program insurers.®

In New York, the HHS OIG reported in January 2018 that state officials calculated
Medicaid eligibility incorrectly for more than 30 percent of beneficiaries sampled by
auditors.® The errors resulted in federal Medicaid payments of an estimated $26.2
million for more than 47,000 ineligible people.®

In August 2017, HHS OIG identified an estimated $73 million in federal Medicaid
payments for nearty 70,000 potentially ineligible beneficiaries in Kentucky.g(’

California: More than $1 billion in potentially fraudulent Medicaid payments

In California, the HHS OIG identified an estimated than $1 billion in federal Medicaid
payments on behalf of 445,000 ineligible or potentially ineligible people.’” Of that total, the OIG

found $629 million in federal taxpayer funds to have been paid for 366,000 ineligible peopl

6.88

CMS appears unwilling to recoup taxpayer dollars wrongly paid out from California’s
Medicaid program. During a hearing of the House Committee on Oversight and
Government Reform in April 2018, CMS’s deputy director for Medicaid, Timothy
Hill, testified that CMS did not intend to collect the more than $1 billion in fraudulent
payments from California.® Hill testified:

Rep. Meadows: So, Mr. Hill, are you going after the §1.2 billion?

Mr. Hill: The $1.2 [billion] is identified as potential
overpayment. There was not a recommendation to
collect it because . . .

Rep. Meadows: Well, let me give you a recommendation. Collect it. I
mean, it is the American taxpayers’ dollars. Is it your
sworn testimony here today...because you did not get a
recommendation to collect $1.2 billion in improper
payments, you are not going after it?

¥ John O’Connor, fllinois Fails to Recoup $76 Million in Medicaid Overpayment, U.S. NEWS (March 24, 2018),
https://www.usnews.com/news/best-states/illinois/articles/2018-03-24/illinois-fails-to-recoup-76-million-in-
medicaid-overpayment,

Mus. Dep’t of Health & Human Servs., A-02-15-01015, supra note 9.

Bild

* U.S. Dep’t of Health & Human Servs., A-04-16-08047, Kentucky Did Not Always Perform Medicaid Eligibility
Determinations for Non-Newly Eligible Beneficiaries in Accordance with Federal and State Requirements (Aug.
2017), available art hitps://oig.hhs.gov/oas/reportsiregiond/41608047 pdf.

:; U.S. Dep’t of Health & Human Servs. Off, of Inspector Gen., A-09-16-02023, supra note 8.

¥ Improper Payments in State-Administered Programs.: Medicaid, supra note 17.

15



106

Mr. Hill: No, the recommendations were to fix the systems in
California. . .

Rep. Meadows: So are you going after it or not?

Mr. Hill: We are not issuing a disallowance to California . . . .%

CMS’s reluctance to police Califomnia is all the more glaring in light of the size of
California’s Medicaid program. California received $20.3 billion for Medicaid
expansion from the federal government in 2015—34 percent of all Medicaid
expansion S(Pending, even though California represented only 12 percent of the U.S.
population.”’ As Chairman Johnson wrote to CMS administrator Verma in September
2017, enrollment under Medicaid expansion has substantially exceeded projections in
California and many other expansion states.”

California exemplifies how the ACA’s Medicaid expansion reimbursement formula
has allowed some states to game the system. Although the traditional federal
matching rate ranges from 50 percent to as high as 73 percent, there is a far higher
matching rate for people made newly eligible for Medicaid under the ACA—100
percent through 2016, before phasing down to 90 percent in 2020 and beyond.” This
higher matching rate provides states a tremendous financial incentive to categorize
more people as newly eligible to obtain more federal money.

CMS’s lax oversight extends to its review of California’s state Medicaid plan.
Because CMS allowed California to pay higher Medicaid rates to managed care
companies during the ACA’s first few years, insurance companies profited
handsomely.* According to managed care financial results from California’s
Medicaid program, Health Net, the largest Medicaid insurer nationwide, reported a
profit of $71 million in California in 2013.%° 1n 2014, the first year of the ACA’s
Medicaid expansion, Health Net’s profits rose to $170 million, and reached $484
million in 2015%°—a 578 percent increasc during the ACA’s first two years. CMS
has not stated publicly whethcer it will seek to recoup any of this funding from
California.

! Letter from Sen. Ron Johnson, supra note 6.

 Robin Rudowitz, Understanding How States Access the ACA Enhanced Medicaid Match Rates, KAISER FAMILY
FOUNDATION (Sept. 29, 2014), https://www.kff.org/medicaid/issue-brief/understanding-how-states-access-the-aca-
enhanced-medicaid-match-rates/.

" Terhune & Gorman, supra notel4.

% Medi-Cal Managed-Care Financial Results, 2012, supra note 15.
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Medicaid maximization schemes

Because the federal contribution to Medicaid is generally unlimited, some states choose
funding sources for their share of Medicaid’s cost in a manner designed to maximize the federal
government’s contribution.”” Under these so-called “Medicaid maximization schemes,” the
states artificially inflate what the federal government contributes while reducing the state
contribution.”® Both GAO and the HHS OIG have repeatedly warned that these Medicaid
maximization schemes undermine the federal-state Medicaid partnership.g9

o Intergovernmental transfers (IGTs) include “transfers of . . . funds between State
and/or {ocal public Medicaid providers and the State Medicaid agency,”m0 1GTs
“often do not represent a true expenditure for health care services,” which means
“states arc not fully financing their share of Medicaid costs as was intended.”'"" In
one instance, Michigan “paid” $122 million of its own funds to county health
facilities, along with a federal match—and the same day, the county facilities
transferred all but $6 million of the state funds, and the federal match, back to the
state.'™ States have used federal matching funds received “for a range of purposcs
with no direct link to improving quality of care or increasing Medicaid services.” 103
According to GAO, CMS “generally does not require (or otherwise collect)
information from states on the funds they use to finance Medicaid, nor ensure that the
data that it does collect are accurate and complete"’]04

e States tax healthcare providers, then return the funds to the providers and trigger a

°7 See generally Non-Federal Financing, MACPAC, https://www.macpac.gov/subtopic/non-federal-financing/
(detailing various sources of funding) (last visited May 22, 2018).

% See U.S. Gov’t Accountability Office, GAO-14-627, Medicaid Financing: States’ Increased Reliance on Funds
from Health Care Providers and Local Governments Warrants Improved CMS Data Collection, at 2-3 (July 2014),
available at https://www.gao.gov/assets/670/665077 pdf.

#U.S. Gov’'t Accountability Office, GAO-16-195T, Medicaid: Improving Transparency and Accountability of
Supplemental Payments and State Financing Methods, at 6 (Nov. 2015), available at
https://www.gao.gov/asscts/680/673493.pdf; Spotlight on Medicaid: State Policies That Result in Inflated Federal
Costs, U.S. DEP'T OF HEALTH AND HUMAN SERVS., OFFICE OF INSPECTOR GEN.,

https://oig hhs.gov/newsroom/spotlight/2014/inflated-federal-costs.asp (last visited May 22, 2018).

199" By amining Medicaid and CHIP s Federal Medical Assistance Percentage”: Hearing before the Subcomm. on
Health of the House Comm. on Energy and Commerce, 114th Cong. (2016) (statement of John Hagg, Dir. of
Medicaid Audits, Off. of Inspector Gen., Dep’t of Health and Human Servs.).

11 Teresa Coughlin & Stephen Zuckerman, States ' Use of Medicaid Maximization Strategies to Tap Federal
Revenues: Program Iinplications and Consequences, URBAN INSTITUTE, at 11 (June 1, 2002),
https://www.urban.org/sites/default/files/publication/60176/3 1052 5-States-Use-of-Medicaid-Maximization-
Strategies-to-Tap-Federal-Revenues PDF.

928, Gov't Accountability Office, GAO-04-574T, Medicaid: Intergovernmental Transfers Have Facilitated State
Financing Schemes, at 5-6 (Mar. 2004), available at https://www.gao.gov/assets/120/110702.pdf.

1% Sporlight on Medicaid: State Policies That Result in Inflated Federal Costs, U.S. DEP’T OF HEALTH AND HUMAN
SERVS., OFFICE OF INSPECTOR GEN., https://oig.hhs.gov/newsroom/spotlight/2014/inflated-federal-costs.asp (last
visited May 22, 2018).

¥ GAO-16-195T, Medicaid: Improving Transparency and Accountability of Supplemental Payments and State
Financing Methods, supra note 99, at 13; see also GAO-14-627, Medicaid Financing: States ' Increased Reliance on
Funds from Health Care Providers and Local Governments Warrants Improved CMS Data Collection, supra note
98, at 39 (“CMS does not collect accurate and complete data from all states on the various sources of funds to
finance the nonfederal share . ., .”).
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federal match.'® This shell game artificially inflates what the federal government

contributes.'” These taxes are “increasingly popular and {have] resulted in billions

of dollars in additional Medicaid spending.”*” An Qregon official described the
state’s provider tax as a “dream tax,” where “we [Oregon] collect the tax from
hospitals, we put it up as a match for federal money, and then we give it back to the
hospitals.” 198 Connecticut has a similar scheme that, if approved by CMS, would
enable it to pocket funds from federal taxpayers to bolster the state’s bottom line. '

s Supplemental payments are “payments that are separate from the regular payments
states make based on claims submitted for services rendered.”'® One type of
supplemental payments, disproportionate share hospital (DSH) payments, helps offset
costs that hospitals accrue when serving Medicaid beneficiaries and other low-income
patients."! Such payments are “capped at a facility-specific level and state level "2
But states also make non-DSH supplemental payments to hospitals and other
providers that “are not subject to firm dollar limits at the facility or state level.”'? In
fact, these payments “are not necessarily made on the basis of claims for specific
services to particular patients and can amount to tens or hundreds of millions of
dollars to a single provider, annually.”"'* They can also exceed the costs of services
providedAlb According to GAO, “CMS lacks data at the federal level on [these] non-
DSH supplemental payments,” and “the payments are not subject to audit.»!'¢
Similarly, according to GAQ, CMS should require more “reliable[] and timely
information” concerning supplemental payments states make to providers. '

19 See GAQ-14-627, Medicaid Financing: States’ Increased Reliance on Funds from Health Care Providers and
‘Lofﬁ)cal Governments Warrants Improved CMS Data Collection, supra note 98, at 2.

07 Alex Brill, Medicaid Provider Taxes: Closing a Loophole, TAXNOTES, at 5 (June 29, 2015), available at
hitp://www.aei.org/wp-contentuploads/2015/06/Brill-Medicaid-Provider-Taxes.pdf.

% peter Wong, Oregon House Extends Hospital Tax, PORTLAND TRIBUNE, Mar. 11, 2015, available at
http://portlandtribune.con/pt/9-news/253422-123198-oregon-house-extends-hospital-tax.

19 Red Jahncke, Why Tax Hospitals? It's a Medicaid Shell Game, WALL ST. 1., Dec, 29, 2017, available at
https://www.wsj.com/articles/why-tax-hospitals-its-a-medicaid-shell-game-1514 586 150.

" GAO-14-627, Medicaid Financing. States' Increased Reliance on Funds from Health Care Providers and Local
Governments Warrants Improved CMS Data Collection, supra note 98, at 2,

"N GAO-16-195T, Medicaid: Improving Transparency and Accountability of Supplemental Payments and State
Financing Methods, supra note 99, at 5.

2 1d.; see also Alison Mitchell, CONG. RESEARCH SERV., R42863, Medicaid Disproportionate Share Hospital
Payments, at 1 (June 17, 2016), http://www crs.gov/reports/pdf/R42865.

" GAQ-16-195T, Medicaid- Improving Transparency and Accountability of Supplemental Payments and State
Financing Methods, supra note 99, at 5,

g

5 1n 2012, GAO reported that “39 states made non-DSH supplemental payments™ that exceeded “total costs of
providing Medicaid care by about $2.7 billion.” /d. at 7.

Y 1d. at 8.

"7 See id. at 6-7; see also id. at 8-9 (describing need for “complete and reliable provider-specific data” on non-DSH
supplemental payments because such data is needed to identify payments that may be “excessive” and
inappropriate).
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THE COMMITTEE’S OVERSIGHT OF CMS AND MEDICAID

As the Chairman of the Senate’s chief oversight committee, Senator Johnson has a duty
to conduct oversight of federal agencies, including CMS, to ensure the government spends
federal tax dollars efficiently and effectively.

Medicaid’s escalating costs and enrollment figures

In the early days of the Trump Administration, Chairman Johnson became concerncd
about growing evidence that Medicaid expansion costs and cnrollment were spiraling far beyond
initial projections. Committee majority staff sought CMS’s help in exploring this problem and
understanding CMS’s actions to address it 118

®  On September 27, 2017, Chairman Johnson sent a letter to Administrator Verma
formally requesting information about the escalating costs of Medicaid expansion and
CMS’s efforts to address the rising costs.''? Chairman Johnson raised concerns that
the cost surge could stem “from the Medicaid ecxpansion’s reimbursement formula,
which gives states a financial incentive to categorize people as newly eligible to
obtain more federal money.”'** Chairman Johnson also sent letters to eight states
with particularly alarming rates of growth in Medicaid costs or enroliment. 121

o In October 2017, Administrator Verma responded. She wrote that CMS “takes very
seriously [its] responsibility to see that only cligible individuals are enrolled in
entitlement programs.” 2

o Administrator Verma wrote that CMS had provided enhanced funding for
modernized or new state Medicaid eligibility systems and taken other steps,
such as holding “multiple all-state calls and in-person trainings,” to provide
guidance to states on how to “implement the federal [Medicaid] match rate
methodology appropriately,”'%

¢ Administrator Verma’s response did not address the repcated warnings from
government watchdogs that CMS’s actions to police Medicaid program
integrity have been insufficient.** She wrote that CMS conducts quarterly
reviews of state Medicaid expenditure reports and had disallowed only “over
$15 million” in claims for services for newly eligible beneficiaries. ' In

8 See e.g. meeting with Cnirs. for Medicare & Medicaid Servs, and S. Comm, on Homeland Sec. & Gov't Affairs
maj. staff (May 4, 2017); meeting with Brian Neale, Cntrs. for Medicare & Medicaid Servs. and S. Comm. on
Homeland Sec. & Gov’t Affairs maj, staff (Mar. 31, 2017),
:;Z Letter from Sen. Ron Johnson, supra note 6.

Id
2 E g Letter from Sen. Ron Johnson, supra note 18.
221 etter from Seema Verma, Adm'r, Ctrs. For Medicare & Medicaid Servs., to Sen. Ron Johnson, Chairman, S.
lt:?mm. on Homeland Sec. & Gov’t Affairs (Oct. 27, 2017).
124 [d:
125 id
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comparison to the estimated $37 billion in annual Medicaid overpaymcms,'26
CMS’s disallowance data shows that it could be doing more to police
Medicaid program integrity.

Medicaid fraud and the opioid crisis

Chairman Johnson also uncovered evidenee suggesting a correlation between the
Medicaid program and the nation’s opioid crisis.

e On January 17, 2018, Chairman Johnson convened a hearing of the Committee and
released a staff report detailing how the structure of the Medicaid program creates a
serics of incentives for opioid abuse.'?” The report detailed hundreds of examples of
opioid-related fraud in the Medicaid program and explained how Medicaid is serving
as a funding source for obtaining and illicitly distributing opioids. 128 Chairman
Johnson sent a copy of the report to Administrator Verma, along with specific
questions about CMS’s efforts to climinate Medicaid’s role in the opioid epidemic.'?

e Administrator Verma responded on February 9, focusing instead on Medicaid’s role
in ensuring beneficiaries have treatment for substance abuse disorders. B30 While
treatment is certainly an important element of Medicaid, Administrator Verma’s
response failed to address the key questions Chairman Johnson asked, specifically his
request that she explain CMS’s “work to improve the structure of the Medicaid
program to limit the perverse incentives that lead to opioid abuse.”'¥! The Committee
sought supplementary materials from CMS, which has provided only limited
information to date about its work to address Medicaid’s role in the opioid crisis.

Union dues skimming from Medicaid funds

On April 30, 2018, Chairman Johnson wrote to Administrator Verma urging CMS to
review the practice of “dues skimming,” in which states allow unions to classify home health
care workers as government employees for purposes of collecting union dues from Medicaid
payments.'*? Dues skimming allows states to take an estimated $200 million each year in union
dues—money that would otherwise help for the care of Medicaid beneficiaries. 133

1% GAO-18-444T, Medicaid: Opportunities for Improving Program Oversight, supra note 7.

¥ Unintended Consequences: Medicaid and the Opioid Epidemic, supra note 17; Drugs for Dollars: How Medicaid
Helps Fuel the Opioid Epidemic, supra note 22.

' Drugs for Dollars: How Medicaid Helps Fuel the Opioid Epidemic, supra note 22.

'3 Letter from Sen. Ron Johnson, Chairman, S. Comm. on Homeland Sec. & Gov’t Affairs, to Seema Verma,
Adm’r, Cirs. For Medicare & Medicaid Servs., & Eric D. Hargan, Acting Secretary, Dep’t of Health & Human
Servs. (Jan. 17, 2018).

130  etter from Seema Verma, Adm'’r, Ctrs. For Medicare & Medicaid Servs., to Sen. Ron Johnson, Chairman, S.
Comm. on Homeland Sec. & Gov’t Affairs (Feb. 9, 2018).

13! Letter from Sen. Ron Johnson, Chairman, supra note 6.

132 | etter from Sen, Ron Johnson, Chairman, S. Comm. on Homeland Sec. & Gov't Affairs, to Seema Verma,
1P;‘dm’r. Ctrs. For Medicare & Medicaid Servs. (Apr. 30, 2018).
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Administrator Verma responded on June 13, 2018. 13% She informed the Chairman that
CMS “does not possess” information about the amount of Medicaid funds diverted for union
dues, but that CMS was reviewing whether to implement changes to “ensure Medicaid fund are
legally spent.” 133 The response enclosed correspondence with the Illinois Governor about
Medieaid dues skimming, but otherwise provided no responsive documents, 136

13 | etter from Seema Verma, Adm’r, Ctrs. For Medicare & Medicaid Servs., to Sen. Ron Johnson, Chairman, S.
Comm, on Homeland Sec. & Gov’t Affairs (June 13, 2018).
135
Id.
4,
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STEPS TOWARD REFORM

Medicaid is an important program that helps millions of Americans in need. But as the
program has grown over the past half-century, it has expanded at a pace that is now threatening
to overwhelm federal and state budgets. 13 The ACA is putting new strains on CMS and
Medicaid],:; ¥ making it vitally important that the federal government ensure that no tax dollars go
to waste.

Yet as this staff report shows, CMS is failing to safeguard the hundreds of billions of
dollars that fund Medicaid each year.'*® A series of government watchdog reports, dating back
more than a decade, show that CMS is not effectively policing Mcdicaid fraud. A succession of
CMS administrators have not provided the effective oversight that Congress required in 2005. e
The Committee’s oversight of soaring expansion costs,*? the pernicious role of opioids,'** and
the plague ot Medicaid fraud'* further demonstrates that CMS has not proven an effective
steward of Medicaid taxpayer dollars. This unfortunate trend has continued, despite the Trump
Administration’s stated goal to reign in Medicaid fraud. 143

The time is ripe for CMS to take proactive steps to reduce Medicaid fraud and improve
program integrity. It must make a more serious commitment to Medicaid program integrity and
sustain that effort through smart and effective oversight of state Medicaid programs. That
commilment must extend through every part of the agency.

There are several steps that CMS could take toward improving Medicaid’s program
integrity.

s CMS should enact the 11 open GAQ anti-fraud recommendations dating to 2015,
especially those urging CMS to review federal Medicaid eligibility determinations for
accuracy and to provide fraud-awareness training for all CMS employees. 146

s CMS should take perhaps the most basic step of all: create, document and implement
a Medicaid anti-fraud strategy. '’

%7 Letter from Sen. Ron Johnson, supra note 6.

)
¥ “Nomination of Seema Verma to be Administrator of the Centers for Medicare and Medicaid Services™': Hearing
before the S. Comm. on Finance, 115th Cong. (2017).
4% Robin Rudowitz & Allison Valentine, Medicaid Enrollment & Spending Growth: FY 2017 & 2018, KAISER
FAMILY FOUNDATION (Oct. 19, 2014), https://www.k{f.org/medicaid/issue-brief/medicaid-enroliment-spending-
growth-fy-2017-2018/.
™! Deficit Reduction Act of 2005, Pub. L. No. 109-171, 120 Stat. 4 {2006).
12| etter from Sen. Ron Johnson, supra note 6,
' Drugs for Dollars: How Medicaid Helps Fuel the Opioid Epidemic, supra note 22.
144 1 etter from Sen. Ron Johnson, Chairman, S. Comm. on Homeland Sec. & Gov't Affairs, & Claire McCaskill,
Ranking Member, S. Comm. on Homeland Sec. & Gov’t Affairs, to Seema Verma, Adm’r, Ctrs. for Medicare &
Medicaid Servs. (May 15, 2018).
"3 James Swann, Trump Budget Would Boost Spending to Fight Medicare, Medicaid Fraud, BLOOMBERG (Mar. 20,
2017), https://www .bna.com/trump-budget-boost-n57982085442/,
:: GAO-18-444T, Medicaid: Opportunities for Improving Program Oversight, supra note 7.
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CMS ought to crack down on states that allow fraud or otherwise abuse Medicaid
funding, starting with recouping the more than $1 billion California spent on behalf of
ineligible or potentially ineligible beneficiaries. 148

CMS should make a sustained effort to slow and then eliminate the $37 billion in
overpayments plaguing the Medicaid program cach ycar. 149

CMS should take seriously Medicaid’s role in the opioid epidemic and make
structural changes to the program that eliminate incentives leading to opioid abuse
and illicit fraud.'

CMS must work with government watchdogs, especially the non-partisan GAO and
HHS OIG, to better police Medicaid fraud.

CMS must become more responsive to and cooperative with Congressional oversight
seeking to identify and eliminate Medicaid fraud.

In addition, Congress could take steps to address fundamental incentives that currently
present challenges to Medicaid program integrity.

Congress should reduce the “safe harbor™ for states’ taxes on health care providers to
limit Medicaid maximization schemes that have inflated federal payments to states.'™!

Congress should transition Medicaid to a block grant funding mechanism for existing
Medicaid expansion populations,152 instead of the current open-ended federal
entitlement. This mechanism would help reduce incentives for states that seek to
maximize federal funds and potentially enroll ineligible people. A block grant system
would also provide a more equitable distribution of federal funding to states that have
been good stewards of taxpayer dollars. '

8(J.S. Dep’t of Health & Human Servs. Off. of Inspector Gen., A-09-16-02023, supra note 8.

% GAO-18-444T, Medicaid: Opportunities for Improving Program Oversight, supra note 7.

150 Drugs for Dollars: How Medicaid Helps Fuel the Opioid Epidemic, supra note 22,

U Limit States’ Taxes on Health Care Providers, CONG. BUDGET OFFICE (Dec. 8, 2016),
https://www.cbo.gov/budget-options/2016/52230.

2 Graham-Cassidy-Heller-Johnson Plan to Replace ACA Funding With a New Block Grant and Cap Medicaid
Would Decrease Federal Funding for States by $§160 Billion from 2020-2026; Then a $240 Billion Loss in 2027 if’
the Law is Not Reauthorized, KAISER FAMILY FOUNDATION (Sept. 21, 2017), https://www.kif.org/health-
reform/press-release/graham-cassidy-heller-johnson-plan-to-replace-aca- funding-with-a-new-block-grant-and-cap-
medicaid-would-decrease-federal-funding-for-states-by-160-billion-from-2020-2026-then-a-240-bitlion-loss-in/.
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MEMORANDUM
January 17, 2018
To: Members of the Senate Committee on Homeland Security & Governmental
Affairs (HSGAC)
Fr: HSGAC Minority Staff
Re: Additional Information on the Relationship between Medicaid Expansion

and the Opioid Epidemic

Medicaid is a federal program jointly funded by states and the federal government that
provides health care coverage to low-income adults, children, pregnant women, people with
disabilities, and elderly individuals.! When enacted, the Affordable Care Act (ACA) required
states to offer Medicaid coverage to adults between the ages of 18 and 65 with incomes up to
133% of the federal poverty level.? States were required to provide Medicaid to those
individuals regardless of health or family status by 2014.% The U.S. Supreme Court
subsequently held that the ACA’s Medicaid expansion was unconstitutionally coercive, making
expansion optional for states.* As a result, to date 32 states and the District of Columbia have
expanded Mcdicaid and 18 states have not expanded Medicaid.’

Critics of the ACA, including Senator Ron Johnson, Chairman of the U.S. Committce on
Homeland Security and Governmental Affairs, have recently alleged that Medicaid expansion
may be fueling the opioid epidemic in communitics across the country.® At the request of
Ranking Member Claire McCaskill, this memorandum provides information on Medicaid
expansion and the opioid epidemic. Key findings include:

. The opioid epidemic predates Mcdicaid expansion.
. Recent increases in opioid mortality stem from fentanyl and heroin, not
prescription opioids.

' U.S. Department of Health and Human Services, Centers for Medicare and Medicaid
Services, Medicaid: Overview (www.medicaid.gov/medicaid/index.html) (accessed Jan. 16,

2018).

2 U.S. Department of Health and Human Services, Centers for Medicare and Medicaid
Services, Medicaid & CHIP: Medicaid expansion & what it means for you
(www healthcare. gov/imedicaid-chip/medicaid-expansion-and-yow/) (accessed Jan. 17, 2018).

*ld
4 National Federation of Independent Business v. Sebelius, 567 U.S. 519 (2012).

* Families USA, 4 50-State Look at Medicaid Expansion (Jan. 2018)
(http://familiesusa.org/product/50-state-look-medicaid-expansion).

b See, e. 2., Letter from Senator Ron Johnson, Chairman of the U.S. Senate Committee on
Homeland Security and Governmental Affairs, to Daniel R. Levinson, Inspector General, U.S.
Department of Health and Human Services (Jul. 27, 2017); Medicaid fueling opioid epidemic?
New theory is challenged, Associated Press (Aug. 31, 2017)
(www.apnews.com/a860fb7b0e0c4 117b9420b3bcfb928c6).



115

. Mortality data indicate there is no statistically significant evidence that Medicaid
expansion affects drug-related overdoses.

. Empirical research indicates determinants of opioid deaths are demographic
characteristics and prescriber behavior.

. States that expand Medicaid under the Affordable Care Act are better equipped to

address behavioral health care and substance abuse treatment needs.

L OPIOID EPIDEMIC PREDATES MEDICAID EXPANSION

One method to establish causation is to demonstrate that the causes preceded the effects.
Historical statistical data indicate that the opioid epidemic predates Medicaid expansion in the
ACA. In 1995, Purdue Pharma introduced OxyContin, a controlled-release opioid, and
overdoses across the United States increased rapidly. Between 1997 and 2002, OxyContin
prescriptions for non-cancer pain grew from 670,000 to 6.2 million.” Mortality rates attributed
to opioid overdoses doubled between 1999 and 2013.%

According to an analysis conducted by Andrew Goodman-Bacon, an assistant professor
of economics at Vanderbilt University, a statistical analysis of mortality rates indicate that the
upward trend in drug poisoning started in 2010, four years prior to the expansion of Medicaid.’
He wrote, in conjunction with his co-author Emma Sandoe:

Figure 1 plots age-adjusted drug-related mortality rates among those aged 25-54 in statcs
that did and did not expand Mcdicaid under the ACA ... The figure also plots the
difference in mortality between expansion and non-expansion states (relative to the
difference in 2009; dashed lines are 95-percent confidence intervals based on standard
errors clustered by state). Expansion states did have relatively more drug deaths than non-
expansion states in 2015, but the upward trend in deaths in expansion states started in
2010, four years before the Medicaid expansion began. The results are the same if we
exclude the six early expansion states, By the simplest criterion for causality, that causes
must precede effects, these results cannot be taken as evidence of Medicaid expansion
causing these deaths. '

7 Andrew Goodman-Bacon and Emma Sandoe, Did Medicaid Expansion Cause the
Opioid Epidemic? There’s Little Evidence That It Did, Health Affairs (blog) (Aug. 23, 2017)
(http://healthaffairs.org/blog/2017/08/23/did-medicaid-expansion-cause-the-opioid-epidemic-
theres-little-eyidence-that-it-did/).
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Figure 1, Age-Adjusted Drug-Poisoning Mortality Rate for Ages 25-54 by Medicaid
Expansion Status, 199%-2015

Expansten %Q\
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IL RECENT INCREASES IN OPIOID MORTALITY STEM FROM FETANYL AND
HEROIN, NOT PRESCRIPTION OPIOIDS

Since 2013, nearly all increases in opioid overdoses are attributable to heroin and heroin
substitutes, including fentanyl. Data from the U.S. Centers for Disease Control indicate that
although overdose deaths containing any opioid is continuing to increase, recent surges in
overdoses result from heroin and other synthetic opioids such as fentanyl, carfentanil, and
tramadol. 12

“]d.

2.8, Centers for Disease Control and Prevention, Opioid Data Analysis
{https:/fwww.cde.gov/drugoverdose/data/analysis.html) (accessed Jan. 16, 2018).
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Overdose Deaths Involving Opioids, by Type of Opioid, United States, 2000-2016
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III. MORTALITY DATA INDICATE THERE IS NO STATISTICALLY
SIGNIFICANT EVIDENCE THAT MEDICAID EXPANSION AFFECTS DRUG-
RELATED OVERDOSES

In 2017, Brendan Saloner from the Johns Hopkins Bloomberg School of Public Health
and Johanna Maclean of Temple University issued a paper on the impact of Medicaid expansion
under the Affordable Care Act on substance abuse disorder treatment utilization and financing. '
In this research, Saloner and Maclean examined data from the National Vital Statistics Mortality
Files between 2010 and 2015 and narrowed the data set to deaths classified as alcohol poisonings
and drug-related overdoses.!® They further narrowed the data to poisonings and overdoses
among non-elderly adults aged 18 to 64 years and compared deaths within expansion and non-
expansion states.'® The authors found “no statistically significant evidence that Medicaid
expansions affected fatal alcohol poisonings or drug-related overdoses.”!”

3 Id

" Maclean, J. C., & Saloner, B. (2017), The Effect of Public Insurance Expansions on
Substance Use Disorder Treatment: Evidence from the Affordable Care Act (No. w23342),
National Bureau of Economic Research.

15 Id
16 d
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EMPIRICAL RESEARCH INDICATE DETERMINANTS OF OPIOID DEATHS
ARE DEMOGRAPHIC CHARACTERISTICS AND PRESCRIBER BEHAVIOR

The American Journal of Public Health published a literature review of empirical

research that found: “Opioid-related mortality trends have been marked by considerable
sociodemographic differences.”'® The authors wrote:

We found 22 studies ... that examined the contribution of sociodemographic
characteristics, including race/ethnicity, gender, age, socioeconomic status (SES), and
rural-urban residence, to increased opioid-related mortality. In general, opioid-related
mortality rates have been higher among men, non-Hispanic Whites and American
Indian/Alaska Natives, middle-aged individuals, those living in rural areas, and those of
lower SES. "

The authors also reviewed the empirical data regarding the role of prescriber behavior in

increased opioid-related mortality.?® They found:

Eight studies providing evidence that increased prescriptions for opioids may have played
a role in increased opioid-related mortality;

Seven studies providing evidence of the contribution of increased dosages to increased
opioid-related mortality;

Seven studies that provided evidence for the contribution of prescription of oxycodone,
particularly the long-acting formulation of OxyContin, to increased opioid-related
mortality; and

One study providing evidence that high-volume prescribing may have played a role in
increased opioid-related mortality.?!

STATES THAT EXPAND MEDICAID UNDER THE AFFORDABLE CARE ACT
ARE BETTER EQUIPPED TO ADDRESS BEHAVIORAL HEALTH CARE AND
SUBSTANCE ABUSE TREATMENT NEEDS

The Medicaid program plays a critical role in addressing the opioid epidemic. In 2015,

Medicaid provided coverage to three in ten people grappling with opioid addiction in the United

18 Nicholas B. King, Ph. D, et al., Determinants of Increased Opioid-Related Mortality in

the United States and Canada, 1990-2013: A Systematic Review, American Journal of Public
Health (Aug. 2014).

19 Jd
20 Id
21 Id
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States.” Medicaid covers services such as intensive outpatient treatment and inpatient
detoxification.® The ACA broadened Medicaid coverage to include medication assisted
treatment, a recovery program that combines medication (methadone, buprenorphine, or
nalirexone) with counseling and other therapies. 2* All Medicaid programs cover at least one of
the three required medications, and most states cover all three.?

The expansion of Medicaid has been critical to confronting substance abuse disorders.
Healthcare economists Richard G. Frank, the Margaret T. Morris Professor of Health Economics
in the Department of Health Care Policy at Harvard Medical School, and Dr. Sherry A. Glied,
Dean of the Wagner School of Public Service at New York University, have estimated that states
that expanded Medicaid have helped 1.3 million additional patients access behavioral health care
services.?® Additionally, recent empirical research has shown that states that expanded Medicaid
under the ACA were associated with an increase in prescriptions for one of the required
medications for medication assisted treatment.”

Additionally, the U.S. Department of Health and Human Services found that “evidence is
mounting” that Medicaid expansion enables patients to access care to confront opioid
addiction.?® In an issue brief on the role of the ACA in addressing the opioid epidemic, the
findings of the Assistant Secretary for Planning and Evaluation are quoted below:

e Among low-income adults, Medicaid expansion was associated with a 7.5 percent
reduction in unmet need for mental health trcatment and an 18.3 percent reduction in
unmet need for substance use disorder treatment services.

22 Kaiser Family Foundation, Medicaid and the Opioid Epidemic: Enroliment, Spending,
and the Implications of Proposed Policy Changes (Jul. 14, 2017) (www kff.org/medicaid/issue-
brief/medicaid-and-the-opioid-epidemic-enrollment-spending-and-the-implications-of-proposed-
policy-changes/).

23 Id

24 Kaiser Family Foundation, Medicaid’s Role in Addressing the Opioid Epidemic (June
2017) (https:/kaiserfamilyfoundation. files.wordpress.com/2017/03/medicaid_s-role-in-
addressing-the-opioid-epidemic.png).

514

26 Richard G. Frank and Sherry A. Glied, Keep Obamacare to keep progress on treating
opioid disorders and mental illnesses (op-ed), The Hill (Jan. 11, 2017)
(http://thehill.com/blogs/pundits-blog/healthcare/313672-keep-obamacare-to-keep-progress-on-
treating-opioid-disorders).

¥ Hefei Wen, Ph. D. et al., Impact of Medicaid Expansion on Medicaid-covered
Utilization of Buprenorphine for Opioid Use Disorder Treatment, Medical Care: Official Journa
of the Medical Care Section, American Public Health Association (Apr. 2017).

28 1J.S. Department of Health and Human Services, Assistant Secretary for Planning and
Evaluation, Continuing Progress on the Opioid Epidemic: The Role of the Affordable Care Act
(Jan. 11, 2017) (htips://aspe.hhs.gov/system/files/pdf/255456/ ACAOpioid.pdf).
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» Medicaid expansion in Ohio led to especially large improvements in access to care and
financial security for expansion enrollees with opioid use disorder. 75 percent reported
improved overall access to care, 83 percent reported improved access to prescription
medications, and 59 percent reported improved access to mental health care.

e Medicaid expansion in Kentucky was linked to a large increase in Kentuckians receiving
treatment for substance use disorder.?’

29 Id
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CMS announces initiatives to strengthen Medicaid program integrity
Agency actions will help ensure the sustainability of vital safety net program for all beneficiaries

Today, the Centers for Medicarc and Medicaid Services (CMS) announced new and enhanced initiatives
desigred to improve Medicaid program integrity through greater transparency and accountability,
strengthened data, and innovative and robust analytic tools.

“The initiatives releascd today are essential to help strengthen and preserve the foundation of the program
for the millions of Americans who depend on Medicaid’s safety net. With historic growth in Medicaid
comes an urgent federal responsibility to ensure sound fiscal stewardship and oversight of the program,”
said CMS Administrator Seema Verma. “These initiatives are the vital steps necessary to respond to
Medicaid’s evolving landscape and fulfill our responsibility to beneficiaries and taxpayers.”

Recent years have scen a rapid increase in Medicaid spending driven by several factors, including
Medicaid expansion, from $456 billion in 2013 to an estimated $576 billion in 2016. Much of this growth
came from the program’s federal share that grew from $263 billion to an estimated $363 billion during
that period. While the responsibility for proper payments in Medicaid primarily lies with the states,
oversight of the Medicaid program requires a partnership. CMS plays a significant role in supporting state
cfforts to meet high program standards.

Administrator Verma has set forth three pillars to guide CMS’ work in the Medicaid program: Flexibility,
Accountability, and Integrity. Emphasizing these, she expanded on the role of CMS saying, “As we give
states the flexibility they need to make Medicaid work best in their communitics, integrity and oversight
must be at the forefront of our role. Beneficiaries depend on Medicaid and CMS is accountable for the
program’s long-term viability. As today’s initiatives show, we will use the tools we have to hold states
accountable as we work with them to keep Medicaid sound and safeguarded for beneficiaries.”

Page 1 of 2



122

The initiatives announced today include stronger audit functions, enhanced oversight of state contracts
with private insurance companies, increased beneficiary eligibility oversight, and stricter cnforcement of
state compliance with federal rules.

Important New Initiatives

1. Emphasize program integrity in audits of state claims for federal match funds and medical loss
ratios (MLRs). Audits are central to CMS’ partnership with states—not only encouraging compliance
but also revealing how to improve integrity at all levels, Under this initiative, CMS will begin auditing
some states based on the amount spent on clinical services and quality improvement versus
administration and profit. The MLR audits wil! include reviewing states’ rate setting. Overall, audits
will address issues identified by the Government Accountability Office (GAO) and Office of
Inspector General (OIG), as well as other behavior previously found harmful to the Medicaid
program.

2. Conduct new audits of state beneficiary eligibility determinations. CMS will audit states that have
been previously found to be high risk by the OIG to examine how they determine which groups are
eligible for Medicaid benefits. These audits will include assessing the effect of Medicaid expansion
and its enhanced federal match rate on state eligibility policy. Current regulations will allow CMS to
begin to issue potential disallowances to states based on Payment Error Rate Measurement (PERM)
program findings in 2022. The PERM program measures improper payments in the Medicaid program
and the Children’s Health Insurance Program (CHIP) on a rolling three year cycle and produces
national and state-specific improper payment rates.

Optimize state-provided claims and provider data: CMS will utilize advanced analytics and other
innovative solutions to both improve Medicaid eligibility and payment data and maximize the
potential for program integrity purposes. The Trump Administration has made partnering with states a
priority, CMS is committed to work closely with states to ensure that the agency and oversight bodies
have access to the best, most complete and accurate Medicaid data. For the first time, every state plus
Washington, D.C. and Puerto Rico are now submitting enhanced data to CMS. Over the course of the
coming months, we will be validating the quality and completeness of the data.

[

Ongoing Integrity Work

Working with states to ensure Medicaid provides high-quality care for our most vulnerable people is a central part
of CMS’ mission. To learn about noteworthy efforts in place to protect Medicaid’s integrity—including provider
screening and educatmn strcam!med access to data, and an enhanced Medxcald Scorecard—see

i

Get CMS news at cms.gov/newsroom, sign up for CMS news yia email, and follow CMS on Twitter CMS
Administrator @SeemaCMS, @CMSgov, and @CMSgovPress.
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CMS Medicaid Program Integrity Strategy

Enhanced Medicaid Program Integrity Strategy

The last several years have seen a rapid increase in Medicaid spending driven by several factors, including
Medicaid expansion, from $456 billion in 2013 to an estimated $576 billion in 2016. Much of this growth
came from the federal share that grew from $263 billion to an estimated $363 billion during the same period.
With this historic growth comes an equally growing and urgent responsibility to ensure sound stewardship
and oversight of our program resources. As part of CMS’s plan to reform Medicaid using the three pillars
of flexibility, accountability and integrity, we are announcing a new strategy to ensure we are keeping the
Medicaid program sustainable for our future.

While the responsibility for proper payments in Medicaid primarily lies with the states, oversight of the
Medicaid program requires a partnership, and CMS plays a significant role in supporting state efforts and
increasing state oversight, accountability, and transparency. Because of this responsibility, CMS is
announcing new and enhanced initiatives that will create greater transparency in and accountability for
Medicaid program integrity performance, enable increased data sharing and robust analytic tools, and seek
to reduce Medicaid improper payments across states. The initiatives include stronger audit functions,
increased beneficiary eligibility oversight, and enhanced enforcement of state compliance with federal
rules.

CMS’s Robust Plan for New or Enhanced Medicaid Program Integrity Initiatives

o Strengthen the Program Integrity Focus of Audits of State Claiming for Federal Match
Funds and Rate Sctting ~ CMS will begin targeted audits of some states” managed care
organization (MCO) financial reporting. Plans have implemented risk mitigation strategies like
Medical Loss Ratio; CMS will be checking to make sure claims experience actually matches what
plans have been reporting. Audit activities will include review of high-risk vulnerabilities
identified by the Government Accountability Office and Office of Inspector General (OIG), as
well as other behavior previously found detrimental to the Medicaid program.
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Conduct New Audits of State Beneficiary Eligibility Determinations — CMS will initiate audits
of state beneficiary eligibility determinations in states previously reviewed by OIG. These audits
will include assessment of the impact of changes to state eligibility policy as a result of Medicaid
expansion; for example, we will review whether beneficiaries were found eligible for the correct
Medicaid eligibility category.

Optimize state-provided claims and provider data: It is an administration priority for CMS to
work closely with states to ensure that CMS and oversight bodies have access to the best, most
complete and accurate Medicaid data. For the first time, all 50 states, D.C. and Puerto Rico are
now submitting data on their programs to the Transformed Medicaid Statistical Information
System (TMSIS), and over the eourse of the coming months CMS will be validating the quality
and completeness of the data. CMS’s ongoing goal is to use advanced analytics and other
innovative solutions to both improve TMSIS data and maximize the potential for program
integrity purposes. This will allow CMS to identify instances like a beneficiary receiving more
hours of treatment than hours in a day or other flags that necessitate further investigation.

Use Data Innovation to Empower States and Conduct Data Analytics Pilots — CMS will share
its extensive knowledge, gained from processing and analyzing large, complex Medicare data sets,
to help states apply algorithms and insights to analyze Medicaid state claim data and identify
potential areas to target for investigation.

Offer Provider Screening for States on an Opt-In Basis — CMS will pilot a process to screen
Medicaid providers on behalf of states. Centralizing this process will improve efficiency and
coordination across Medicare and Medicaid, reduce state and provider burden, and address one of
the biggest sources of error as measured by the Payment Error Rate Measurement (PERM) program
today.

Enhanced Data Sharing and Collaboration between CMS and the States. CMS will work with
States to enhance data sharing and collaboration to tackle program integrity efforts in both the
Medicare and Medicaid programs. For example, CMS is making the Social Security
Administration’s Death Master File available for States to support provider enroliment activities.

Publicly Report State Performance on the Medicaid Scorecard — CMS has released a
Medicaid scorecard that presents state performance measures related to their Medicaid programs.
Future versions of the scorecard will include state program integrity performance measures like
PERM, the Medicaid improper payment error rate.

Provide Medicaid Provider Education to Reduce Improper Payments — CMS will strengthen
efforts to provide effective Medicaid provider education to reduce aberrant billing, including
education focused on comparative billing reports. CMS also will work with states on other provider
facing tools and investments we are currently making.

CMS’s Existing Initiatives Protect Medicaid

Managed Care Rate Reviews - Beginning in 2014, CMS implemented enhanced review of state
capitation rates for coverage of the new expansion population to ensure that capitation rates are
consistent with federal requirements and appropriately contain costs. CMS has since expanded
that review to all managed care capitation rates and adopted a regulation providing more detailed
requirements related to rate setting. All managed care rates are reviewed to ensure that the rates

2
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are actuariatly sound and based on commonly accepted actuarial principles. Our rate review
includes monitoring strategies implemented by statcs to mitigate rate setting risk, such as MLRs
and risk corridors. Based on our review of these strategies statcs will be paying back an estimated
$3.2 billion from the risk-mitigation strategies in 2014 and an estimated $5.5 billion return from
those arrangements in 2015. This represents about nine pereent of capitation payments for newly
cligible adults in 2014 and 2015.

Ensure State Compliance with the Medicaid Managed Care Final Rule — CMS will monitor
state implementation of, and enforce compliance with, program integrity safeguards such as (1)
reporting overpayments and fraud, and (2) screening and enrolling Medicaid managed care
providers.

Financial Oversight. CMS engages in robust financial oversight to ensure that when states
ultimately claim for federal match on their expenditures, that federal Medicaid funds are spent
lawfully and appropriately. We use specialized accountants and financial management specialists
to review state claims each quarter, using trend analyses, environmental scanning and the results of
external audits to find anomalies, and request additional documentation or justifications when
necessary. We also engage in state specific reviews, going on-site to review state Medicaid
programs to ensure that state expenditures and corresponding claims for federal matching funds are
allowable. In Fiscal Year 2017, these efforts resulted in questioning $2.7 billion in Medicaid costs
and averting nearly $500 million in questionable reimbursements.

Payment Error Rate Measurement (PERM) Reviews — The PERM program measures improper
payments in the Medicaid program and the Children’s Health Insurance Program (CHIP) where
each state is audited on a rolling three year basis and annually produces national and state-specific
improper payment rates for each state Medicaid program. The improper payment rates are based
on federal reviews of the fee-for-service (FFS), managed care, and eligibility components of
Medicaid and CHIP in the fiscal year under review. Through the PERM program each state is
reviewed once every three years.

Medicaid Eligibility Quality Control (MEQC) Program — The MEQC program uses state-
directed reviews in the two off-cycle PERM years to address Medicaid beneficiary eligibility
vulnerabilities,. MEQC focuses on areas not addressed through PERM reviews and on areas
identified as error-prone through the PERM program.

Medicaid Provider Sereening and Enrollment — CMS uses multiple tools to assist states with
provider screening and enroliment compliance, and allow them to leverage Medicare data and
activities. These include the Provider Enroliment, Chain and Ownership System (PECOS), state
site visits for technical assistance and education, Medicare data compare services, and the Medicaid
Provider Enrollment Compendium (MPEC).

State Program Integrity Reviews — CMS conducts reviews to determine if state policies and
practices comply with federal regulations, identify program vulnerabilities that may not rise to the
level of regulatory compliance issues, identify states’” program integrity best practices, and monitor
state corrective action plans.

Medicaid Integrity Institute (MII) - CMS’s MII provides training and education to more than
one thousand state Medicaid PI staff annually. Course topics include provider screening and
enrollment, managed care, personal care services, opioids, beneficiary fraud, data analytics, and
investigatory techniques.
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Healthcare Fraud Prevention Partnership (HFPP) — The HFPP is a voluntary public-private
partnership between the federal government, state agencies, law enforcement, private health
insurance plans, and healthcare anti-fraud associations that aims to detect and prevent healthcare
fraud through data and information sharing.

CMS’s Unified Program Integrity Contractors (UPICs) - CMS’s UPICs are contracted entities
that perform activities that identify and reduce fraud, waste, and abuse by individuals and entities
furnishing items and services under Medicare and Medicaid. The UPICs work closely with states
to perform numerous functions to detect, prevent, and deter specific risks and broader
vulnerabilities to the integrity of the Medicaid program, including conducting provider
investigations and audits.
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HumanaOne® Eligibility and Underwriting Guide

Humana is proud to offer HumanaOne health,
life and dental insurance for individuals and families.

The HumanaOne brand of individual praducts are insured by subsidiaries of Humana, ¢,

This is yaur guide to assessing your client’s eligibility for HumanaOne heatth and fife products. Applications are
subject to approval. For information on HumanaOne products and processes, please see the HumanaOne Product
and Process Guide.

Use the phane numbers and addresses below ta get the information you need quickly. You can alsa contact your
sales representative; we're committed to serving you quickly and efficiently. After all, your success is our success.
We value your partrership, and we thank you for your support.

tmportant Phone Numbers and E-Mait Address

Agent Service Center 1-800-833-2572 agentask@humana.com
Hrs: Jam-Fpm M-Th {CT)
Fam-6pm F {CT}

Application team 1-800-552-0758
Hrs: 7aen-7pim M-Th {CT}

Zam-Gprn F {CT}

am-3pm § {CT)

Billing and premium 1-800-458-1354
Health daims and customer service 1-800-833-6917
Dental daims and customer service 1-800-233-4013
‘Life claims and customer servica 1-800-458-1354
Licensing and camimission inquiries 1-800-558-4444 x8919

important Websites

HumanaOne agent warkbenth Humana.com

Sales support materiak, agent cammunications Humanabne agent workbench
Rate calculater ardering www. humanaanerates.com
e-Query HumanaOne agent workbench

IMPORTANT: Please advise your client not to cancef any current heaith or life insurance coverage until receipt of written
approval from aur Underwriting department.

This guide is subject 1o change without notice. Contractual information supersedes information in this guide.
This guide does not provide state-specific infosmation.

This guide is for agent use only.

H0001477

H0001477
H0001477
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Eligibility and underwriting guide
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e-Query service (Ask an Underwriter}

e-Query is a service which allows you to assess your client’s insurance eligibility more accurately with the assistance
of a Humana underwriter. it directly finks you to a dedicated team of underwriters hy means of an electronic form
hosted on HumanaOne agent workbench,

e-Query does not replace the Underwriting Guidelines herein, but rather compliments it. To access the e-Query
form you will need to Jog onto the HumanaOne Agent Workbench from the Agent Portal on www.humana.com,
and click on the “e-Query/Ask an Underwriter” link undar the questions section. e-Query is not currently available
in the state of Wisconsin.
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Eligibility requirements

For health coverage

¥ lssue ages: 2 weeks — 64 Y2 years

Newborns on family and chiid only applications will be eligible for coverage when they have had a two week well
baby exam with normat resuits,

Please Nate: This applies to full term babies. if they are born premature or with complications, we will underwrite
as necessary.

> Maximum issue age of a dependent child varies by state.

> Dependents may include stepchildren, anc/or legally adopted children. {Dependent definitions vary by state.}

Children-only health coverage

Chitdren can be insured alone. The custodial parent or legal guardian who can attest to child’s heaith history must
complete the application. If an underwriting interview is required, the person that completed the application will
be interviewed. The youngest child will be the primary apphicant, and any others will be listed as dependents,
Newborns applying for coverage require a two week well baby exam with normat results. Medical records are
required for any child that is 2 weeks to 2 months of age. A child only health policy is ineligible, if any family
member of the applicant(s} is pregnant or currently an expectant parent. See the terms indicated under Current/
Pregnancy/Expectant parent.

Application scenarios:

1

2

3

4

)

Parent A has custody and resides in a state in which Humana offers coverage. Parent B will be paying for the
health insurance. Parent A must complete and sign the application to verify the health history. Parent B must
sign the payer portion of the application.

Parent A has custody and resides in a state in which Humana does NOT offer coverage. Parent B will be
paying for the health insurance. Because benefits are based on the applicant’s primary resident, Humana will
not be able to accept an application for the child(ren).

Both parants shave custody and reside in a state in which Humana offers coverage. Either parent can
complete and sign the application.
Both parents share custody and reside in a state in which Humana offers coverage, however, their dependent

student attends schoo! in a state where Humana does not offer coverage. Coverage may be extended to the
parents and their dependent college student{s}.

Current pregnancy/expectant parent

For family applications, before applying for coverage, the mather must be two weeks postpartum, with no adverse
findings, and the newborn must be two weeks old and have had a normat two week baby exam.

For child-only health policies, if any family member of the child is currently an expectant parent, the application is
ineligible. Before applying for coverage, the mother must be two weeks postpartum, with no adverse findings,
and the newborn must be 2 weeks of age, and have had a normat two week well baby exam with normal results.

Other coverage

A person who is currently covered by another plan must replace that coverage with Humana, However, it is
important that he or she does not cancel existing coverage until written notification is received from Humana
that coverage will be issued. Some states may require a replacement form,

U.S. citizenship

The applicant’s primary residence must be in a state where the product is approved for sale. if the applicant is not
a US. ditizen, he or she must have lived in the U.S. for a minimum of one year, plans to remain in the U.S. for over
three years, has had a normal physical exam with blood work from a U.S. physician, and has no plans of foreign
trave] of greater than three morths continuously, An immigration physical does not meet the criteria for an
acceptable physical exam.
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Foreign travel

An applicant who lives in a foreign country is not eligible for coverage. nor is an appiicam who has plans for
extended fareign travel of three consecutive months at a time or fonger. {May vary by state.}

Exceptions: An applicant who, for the purpose of Missionary Work, has plans for extended foreign travei for 0-2
years from the time of the application is cligible for coverage. An applicant with foreign travel plans exceeding 2
years for Missionary Work would not be eligible.

An applicant who, for the purpose of studying abroad or occupational/business travel has plans for extended
fareign travei for 0-2 years from the time of the application is eligible for coverage. An applicant with foreign
travel plans exceeding 2 years for studying abroad or occupational/business travel would not be eligible,
Tobacco usage - health

Humana has two tobacco classes:

1. Non-user: Does not use ANY form of tobacco currently or has not used ANY tobacce cessation products in
the last 12 months.

2. Tobacco user

Peoplte who do not smoke or use any form of tobacco have their premium discounted. Humana conducts random
nicotine testing during underwriting review.

Health underwriting guidelines

The 4

wing circumstances may result in a person not being eligible for health coverage:

-

Currently pregnant, an expectant parent (including fathers andfor other family members)-—entire
application is ineligible;

2
3
4
5} Nan-U.S. ditizen who has not consulted a physician in the U 5.
6

Heaith history that includes one of the ineligible health conditions;

Height/weight that exceeds the limits identified in the health build chart; or
lEmploymenl in an ineligible occupation. Not applicabie in Florida.

=

Health history that includes 3 or more risk factors (build/overweight, elevated cholesterol/elevated
triglycerides, hypertension, tobacco use).

Hypertension with 50% rateable build.
Hypertension with current treatmeat for Sleep Apnea.

7
8

A "yes” answer to any one of these circumstances may result in a declination of coverage. However, this
information only provides their potential eligibility; it is not a final determination. All final coverage decisians are
made by our Underwriting department upon receipt of an application. This assessment is not an offer of coverage
or a notice of declination for your client.

Ineligible occupations (applicable to Florida for applications 2/2/2010 and after)

Air traffic controliers

Asbestos and toxic chemical workers

Commercial fishermen who do not return to port every day
Divers {professional scuba or skin}

Explosive workers

Vv w v vy v v

High-risk aviation {experimental and test pilots, crop dustersj

Jockeys

0if and natural gas workers, indluding offshore pperations

Professional auto racers

Professional rodeo participants

Professional and semi-professional athletes {Note: Golfers are acceptable)
Structurat stee} workers, iron workers and steeplejacks

Underground miners

[N
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Health build charts

Use this table as a guide to determine if an applicant is rateable because of his or her build. Humana may request
a paramedical exam {at our expense} to confirm an applicant’s height and weight. An applicant must have
maintained an acceptable build within the 12 manths prior to applying ta be considered eligible. If an individual's
weight exceeds our “Standard” class but fess than our “Dedine” limit, they will be subject to a premium increase
of 25-50%.

To qualify for the lower build rating, an applicant must lose the weight 1o reach the lower range and maintain the
weight foss for 12 months.

Applicants who have applied for individual insurance and who have been offered a rating due to build may also
have an obesity rider added to his or her offer. Any diagnostic procedure, treatment, or surgery for obesity
incuding any complications thereof, will be excluded from coverage. In states where riders are not offered,
coverage may be declined.

If an applicant is applying for hoth a HumanaOne health plan as welt as for HumanaOne Term Life insurance, the
Health Build Chart will be followed during the underwriting process. {(May vary by state.)

Female Male
standard dectine standard decline
4'11° BE-151 lbs 175 tbs 52" 97-177 s 198 ibs
50" 90-155 lbs 180 ths 53 100-182 ibs 205 lbs
51 53-160 los 187 ibs 54" 102-189 fbs 211 by
52" 97-167 tbs 193 lbs 5 106-194 Ibs 21B1bs
53 100172 Tbs 199 ibs 56" 110-200 ibs 224 ibs
4" 102178 lbs 206 lbs 57" 113-206 lbs 232 ths
55" 106-183 ibs 212 ths 58" 116-212 Ibs 238 lbs
56" 110-189 iby 219 1bs 59 119-219 ls 245 Ibs
57" 113-195 tbs 225 s 510" 123-225 ths 252 'bs
58" 116-200 ths 232 ths L1 127-232 s 26C bs
59" 118-206 tbs 239 (bs 60" 130-238 lbs. 267 tos
510" 123-212 tos 296 fbs &1 134-246 tbs 274 ibs
ST 127-219 s 253 ibs 62" 138-252 s 282 hs
&0 130-224 by 260 tbs 637 141-259 b 289 ths
[ 134-232 s 266 s 64" 145-266 ths 298 lbs
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A series af medical questions will be asked of each of the proposed insured. Any applicant age 18 and ofder must
review and attest to the questions individually, {age requirements vary by state). Below is a partial listing of
conditions that may cause Humana to dedine coverage. The fist is not afl-indlusive.

Please note that if your client is applying for both a health plan and a life policy at the same time, and they are
denied a health plan based on their health status, the process will discontinue as well for the life palicy.

Below conditions are permanent dedines, unless otherwise indicated. Handling of the below conditions may vary

by state.

A

Achatasia, cardio spasm
Achondroplasia
Acremegaly

Addison’s disease
Adrenat disorders
AiD3, ARC, or HIV

Aleohol d @ or abu:
ahter S years of recovery

| cansideration,

Alport syndrome

Alzhgimer's disease

Amyloidosis

Amyfmnphic tateral scierosis {ALS or Lou Gehrig's disease}

Anemia—aplastic Cooley’s, B-12 deficiency, hemolytic,
Mediterranean, pernidious, sickle cell or Thalassemia Majar

Anencephaty

Aneurysm—If present or within 5 years
Angina

Angioplasty

Ankylosing spondylitis

Anorexia nervosa-~individual consideration, after 8 years
of recovery

Angicoaguiant therapy
Antiphospholipid syndrome
Anticardiofipin antibody syndrome

Aortic arch arteritis

Aartic insuttficiency istrequrgitatior derate
or sgvere

Aortitis

JArnofd-Chiari malformation
Arterial embelism {dot)
Arterial ocelusion
Arterioscierasts, atherosclerosis

Qrterivsclerosis obliterans {ASO)

Arteriovenous malformation (A-V malformation}
Arteritis

Artificial heart valve

Asperger's syndrome~~except in indiana

Ascites

Ataxia telangiectasia

Atherosclerosis obliterans

Atheroscerosis thrombotic disease

Atrial fibriflation—one event less than 2 years ago ar multiple
events or chronic or with Pacemaker or Cardiverter

Atrial septal defact—present or if surgically corrected
with complications

Autism—varies by state

B

Banti's syndrome

Basal cell carcinoma-—if present
Berger's disease

Biliary dirrhaosis

Hipolar disarders

Bladder entropy—symptomatic
Blastomycosis

Brachial plexus disorder

Brain attack

Brain tumors

Bright's disease

Bronchiectasis—if ung resaction, no residuals,
no tobacco ~ individual consideration

Bronchiolectasis

Bruit

Buerger's disease {thromboangiitis obliterans)
Bufimia—individual considratian, after 8 years of recovery
Burkitt's lymphoma {malignant lymphoma)

Bypass surgery
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ineligible health conditions

C

Cachexia

Cancer with lymph node involvement ar metastasis
Cardiac decompensation

Cardiac defibritlator {implantable}

Cardiac of comorbidity risk factors—3 or more
(build/overweight, efevated cholesterol/ triglyercerides,
hypertension, tobacco use}

Cardiomegaly

Lardiomyopathy

Cardiospasm

Celiac Disease

Centrai serous retinopathy
Cerebral paisy

Cerebrovascular accident
Cerebrovascular disease
Charcot-Marie-Tooth disease
Chediak Kigaski syndrome
Chondrocaldnosis

Christmas disease
Chromosomat abnormalities
Chronic granufomatous disease
Chrenic glamerulonephritis
Chronic hepatitis

Chronic obstructive puimonary disease (COPD)
Chronic pragressive extermat opthalmoplegia (CPED)
Lirrhosis of the diver
Coarctation of the aorta
Cocaine abuse

Colitis (ulcerative)

Collagen diseases

Congenital heart anomalies
Congenital iymphedema
Congestive heart failure {CHF}
Connective tissue disorder

Cor puimonale

Coronary artery bypass surgery (CABS}
Coronary artery disease {CAD}
Corpnary Fistula

Coronary heart disease {CHD}
CREST syndrome
Creutzfeldi-jakab disease
Crigteer-Najaar syndrome

Crohn disease

Curvatuse of the spine with pulmenary, cardiac or
spinal cord involvement

Cushing syndrome/disease
Cystic fibrosis
Cystic kidney diseases

Cystic medial necrosis

o)
Dejerine type sclerosis

Oelirium

Delusions

Oementia
Demyelinating diseases

Depeessant addiction—current history of addiction with
current usage

Dermatitis herpetiformis—with evidence of significant
immunologic compsomise

Dermatomyositis

Depression—majoy, if hospitalization required or with
suicidal attempt or ideation

DiGeorge syndrome

Diabetes insipidus

Diabetes meflitus {type 1 and type 2)
DOown syndrome

Drug dependence or abuse
{itlicit, iftegal, over the caunter or prescription)

Drug psychosis

Owartfism

E

Eaton-Lambert syndrome

Ebstein’s maiformation {Ebstein’s anomaly)
Edwasd’s syndrome

Ehlers-Danios syndrome

Eisenmenger's complex (Eisenmenger’s syndrome)
Ejection Fraction-less than 50% ot more than 75%

Embolism—arterial is permanent decline; pulmonary depends
on frequency, treatment, ete.

Emphysema
Encephaloceie
Encephalocystoceie
Encephaiopathy
Eosinophilic granuloma
Epidermalysis buifosa

Erythema Muitiforme {Stevens Johnson syndromej-—it
present of less than one year since complete recovery oc
residuals

Esophageal varices
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F

Fabry disease

Factor V deficiency

Factor Viit or IX deficiency
Famitial Aadenomatous polyposis
Fanconi syndreme-fanconi anemia
Fibromyaigia

Flexure-hepatic or splenic

Fragile X syndrome

Fragilitas ossium

G

Gatactorrhea—if present
Galactasemia

Gargoylism {mucogpolysaccharidosis)
Gastrectomy--total removal

Gastric bypassistapling
Gastroparesis

Gaucher's disease

Gender identity disorder

General paresis

Glycogen storage disease

Guitiain-Barre Syndrome/Pelynpuritis—if present or less than
3 years since recovered or if residual disabitity/permanent
impairment

H

Haltucinations
Hand-Schueller-Christian disease
Heart attack ar disease
Heart enlargement/hypertrophy
Heart-fung transplants
Heavy chain disease
Hemiplegia
Hemochromatosis
Hemophilia A or B
Hemophitia vascular
nenoch-Schoenlcin purpura
Hapatic fiexure
Hepatomegaly

«Hepatitis {autoimmune}
Hepatitis A—if iess than 6 months after complete recovery
Hepatitis B carrier
Hepatitis €

~Hepatitis 0 {HDC or delta virus}
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Hepatitis E {HEV}

Hepatitis G (HGV)

Hepatomeagaly

Hereditary angioedema

Hereditary spherocytosis—if present

Hirschsprung‘s diseasa™~if unoperated or symptamatic
Histacytosis X

Histoplasmosis—if present or disseminated and less
thaa 3 years since complete recovery

HIV positive

Hodgkin's disease

Hughes syndrome

Human T-celf leukemia virus

Human T-cell lymphotropic virus
Hunner’s ulcer

Huntington’s chorea

Hydroczphalus

Hydronephrosis—if present or hilateral

Hyperhydrosis—if preseat or if surgically cocrected with
residual symptoms or any complications

Hyperparathyroidism—it unoperated
Hypersplenism

Hypagonadism {primary)
Hypopasathyroidism

Hypoplastic anemia

Hysteria

{diopathic thrombocytopenic purpura {child form)—if
present

1gA nephropathy/Berger’s Disease

190G subclass deficiency

tmmune deficiency

tnfectious neuritis—if present or multiple episodes
fnsulln resistance

tatermittent claudication

Interstitial cystitis {chronic)Hunner’s Uicer

Intestinal infarction/Intestinal ischemia—untess acute with
completa recovery more than & weeks ago

intestinal obstruction—if present

iritis—if one episode, less than 6 months ago or
multiple episodes

{schemic heart disease
ischemic/ulcerative colitis

1V drug use
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Ineligible health conditions

]

Jaundice {aduit)—present or fess than & months since
complete recovery

Juvenile dermatomyositis—if present or fess than 2 years”
since complete recavery

K

Kahler's disease

Karposi's sarcoma

Kartagener’'s syndrame

Keratoconus——presant and surgery recommended
Kidney injury—major injury with history of dialysis

Kidney fallure—if chronic or acute lass than 2 months
since recovary

of age or if more than 18 years of age—bilateral

Mental retardation—savere, emotionally unstable,

seizuses or psychiatric impairments
Mesenteric vascutar disease
Metabolic syndrome

Microcephaly

Mitroy's discase

Mitral insufficentcy

Mitral stenosis

Mixed connective tissue disease
Maebius syndrome/Mobius syndrame
Mucopolysaccharidosis

Muilticystic kidney

Multiol g

Kidney stone—if present or if more than 4 episod:
Kidney transpiant
Xlinefelter's syndrome

Korsakaf{'s psychosis

L

Left bundie branch block
Left ventricutar hypertrephy
philia {Legi

Letterer-Siwe disease

Legianelia pnet

ire's disease)

Leukemia
Leukoencephalopathy

- Lipidosis {Niemann Pick disease}
Livar phscess with residuals
Liver cancer
Liver transpiant
Lobstein’s disease
Lou Gehrig's disease {ALS)
Lung tancer
Lung transpiant
Lyme’s disease—if present
tymphobiastoma
Llymphema
Lymphoma, Hodgkins
Lymphomatoid papulosis

M

Malaria~—more than one occurrende with
complications or frequent disabling attacks

Manic disordess
Marchiatava-Michefi syndrome
Marfan’s syndrome

MeduHary cystic kidney

Medultary sponge kidney—if prasent or {ess than 18 years

y Y
Multipte personality disorder
Muitipla scierosis

ttuscutar dystrophy

Myasthenia gravis

Myelitis—if present or less than B months since

complete racovery
Myacardial infarction {Mi}
Myacardial ischemia
Myotonic dystrophy

Myxedema--if present

N

Nail-Patelis syndrome

Narcotic use/addiction
Nephritis {chranic}
Nephrocalcinosis
Nephroscierosis

Nephrotic syndrome
Neuritis—if present
Neurofibromatosis

Neurogenic bladder—if present
Neuromuscular disorders
Niemann-Pick disease {Lipidosis)

o

Ocdusion

Organi¢ brain disorderssyndrome
Organ transplant recipient
Osteitis Hbrosa cystica

QOsteitis fibrosa cystica disseminata

QOsteitis fibrosa tystica generalisata

Osteogenesis imperfacta/lobstein’s Disease

Qvarian cancet
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P

Pacemaker

Paget's disease

Pancreatic cyst or pseudocyst
Paneytopenia

Paralysis

Paranaid disorder

Paraplegia

Parkinson's disease
Paroxysmal nocturnal hemoglobinuria
Pathological fractures
Pemphigus

Percutaneous

inal coronary

Feriarteritls nodosa

Pesipheral otclusive asterial disease (POAD)

Peripheral vascular disease or intermittent daudication
Pernicious anemia

Pick’s disease

Pierre Robin's syndrome

Pituitary Adenoma—if present

Pituitary dwarlism/Achondroplasia

Piasmacytoma

Pneumodcystis carinii pneumonia {PCP)

Pneumounitis

Poliomyetitis—it present or more than one limb mvolved
Polyarteritis ‘

Polycystic kidney

Polycystic ovarian syndrome {PCOS)

Polycythemia vera

Polygiandular autoimmune disease

Polyneuritis (Guillain-Barre syndrome)-—if present or
less than 3 years since recovered of residual disabitity/
permanent impairment

Porphyria—diagnosed less than 5 years prior to applitation
Portal hypertension
Post-Polio syndrome

Fregnant, an expectant parent {including fathers and/er
other famity members}—the entire application isineligible

Primary biliary cirrhosis

Primary pulmonary hypertension
Primary sclerosing cholangitis
Prinzmental’s angina
Pseudocyst—if present
Pseudotumor carebri

Psittacosis—with extensive respiratory involvement
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Psariasis—if severe or use of UV lighy

Psychiatric disorder—severe including childhood
and adolescence

Psychosis

Pulmanary embolism/hrombosis—if present, on

anticoaguiants or if less than 1 year
Pulmenary fibrosis

Pulmonary haart disease

Pulmonic insutficiency—it moderate to severe
Pulmanic stenosis

Pulseless disease

Pyloric Stenosis—if present

Pyogenic arthritis

Q

Quadripiegia

R

Reflex sympathetic dystrophy

Renal failure-~chronic, uremia

Renal hypertension

Renal Insufticiency-—chronic or renal failure
Respiratory failure

Reting! detachment-—if present
Retinopathy—central serous and diabetic
Rhabdomyosascoma

Rheumatic heart disease

Rheumatoid arthritis

Russel-Silver syndrome—if less than 24 years of age

S

Sarcoidosis

Schizo-affective disorders
schizophrenia
Scleroderma-generalized
Senifity

Severe combined immunodeficiency
Sexual deviation or disorder
Shunt

Siatadenitis

Sialdenasis

Sick sinus syndrome

Sickle cell anemia

Sttant myocardial ischemia

Sjogren's disease
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Ineligible health conditions

Steep apnea—central or mixed sleep apnea, or cutrent
tobacce user, or with ratable build, or with hypertensian
or if surgery suggested

Spherocytosis/Hereditary Spherocytosis—if present
Spina bifida {Manifesta)

Splenic flexure

Spondyiitis

Sprue disease

Spurway’s disease

Status Asthmaticus

Stents—artery or blood vessel

Stevens Johnson syndrome /Erythema Multiforme—if
present or less than one year since complete recovery
or history of with residuals

Stifl's disease

Stimufant usage
Stokes-Adams syndrome
Stroke

Sturge-Weber syndrome
Suicide attemptiideation
Syndrome X

Syphilis—if present or less than one year since complete
recovery or more than | year since complete recovery without
two normal lab results

Syringomyeiia
Systemic fibroscierosing syndrome
Systemic lupus erythematosis (SLE ar fupus)

Systemic sclerasis

T

Takayasu's arterits

Tetrology of fallat

Thalassemia major

Thrombocythemia

Total anemalous pulmonary venous connection
Transient ischemic attack {T1A}

Transplant {except corneal)

Transposition of the great vessels
Transsexualism

Tricuspid atresia

Tricuspid insuificdiency/regurgitation—moderate or severe
Tricuspid stenosis

Trisomy 21 syndrome {Down syndrome)
Teuncus arteriosus

Tuberous sderosis

Tuiniet's syndrome

u

Utcerative colitis/proctitis

Under ped left vantricle sy

Urachal remnant—if present

Uveitis—if chronic or less than 6 months since recovery

v

Valve disorder

Valva replacement

Varicose veins of the esophagus
Vascular hemophilia

Ventricular arrhythmias

Ventricular septal defect—present of less than | year since
cepaired or if surgically corrected with complications

Von Hygple-Lindau syndrome

Von Willebrand's disease/Pseudohemaophitia

w

Waldenstrom's macrogiobulinemia

Warnick’s disease

Wegener's granulomatosis {Wegener's syndrome}
Weight reduction surgery—other than gastric banding
Williams syndrome

Wilson's disease

Wiskott-Aldrich syndrome

X

XYY syndrome

z

Zotlinger-Ellison syndrome
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Actions for common medical conditions—rider states

These guidelines may vary due to state-specific laws and reguiations but can be followed as a general outiine. This
is not all inclusive. Final decision is based on underwriting review. Underwriting assessments in the below grid are
based on customary and usual treatment seen for the conditions noted. Below are examples only; Humana will be
solely responsibie for the final underwriting decision, which is based on the completed application and the
applicant’s health history. Guidelines are subject ta change without prior notice,

NOTE: if an applicant on an application requires more than three exclusian riders {two in Indiana}, the applicant
will be dedined.

Condition
e reserve the right 1o fate for the condition andtor mediation
s when anpropciate. A modified rating is detesmined based on
the severity of the comntan and tteatmens smtor socscrmeion. | 31500 o lower $2500 - 55000 $2000-$5200 | $6000 ar higher
medication cast, dasage, and premism smaunt. deductible ptus Rx { deductible plus Rx | deductible no Ax | deductible plus Rx
Adid Roftux/ GERD/ Heartburn
rasers, ne hiatel hemia, non prescrprion Standard Stardart Standart Standard
QT ardy), no recommendes tonsiiations of te
Prusent, prescriptaun tecication, Rede Srandard or Nate Up Stsndard Syendard or Rate Up
na hatidl herma nresent YR OH: KY & QH:
Swandarc of Rider Standard or Rider
Prescrition Muticasion use cuze Rider Ridar Riner Rigser
TRSENT
Acne/Rosacea
Present, ng treatmant or CIL mecxazion Starrdard Standard Standarg Stenndatd
Froscepiion mads, o < B merhs sice mad wmae, no Bitlr Standara or Rating NEVSTH Standard o2 Rang
Acoutane or euuwalent XY & OH. KY & DH,
Standatd or Ridi Standard o Rida
Frescrplion meds, corpleted = 6 munths ago, complese | Standard Standarg Standani NEEL
10wy, 10 AU G enuivelent
Agcuiane sreatment of enubslent. or s 1 yeor Snce Reder fadar Rices R’
teainent completed
Accutane ireatment ol equialent. o > 1 year ago sinca | Swndard Standarr Standatg Stendant

went comgleti racivery

Allergles

msneded, pendig o schetuled mstng Rate 50% Axe S0% Rate 5% Stargard
Y My:
Dechns i obaten user { Dedine B 1wGeo use

Deciine if 1ohacce ase

Seasonal pescripircn meds 13 reflis af less per vear, v | Standard Sangarg Stendard frandarg
OTC 216 HUnUNOMEEaDy e imes

Frey meds. mare than 3 redlls per yesr, no Standard o Ratieg Standard Srendarg of Aang
svmuneshergpy treatmens KY & GH: EY & OH:

Stanrdard or Rider Standard o Rider

With ar wishou? presersed mat: i, QU of Rider Récter Standarcs - Ty Hecdew
it mnungthi apy presarinid medcating
Rider - immenoihierapy

Amputation/Prosthesis
Fingar ¢r tous, wich or without prasthess Stancard Sandac Standarg Standisid
Tya sard Srandarg Sraniaré sndared
ftather gmputatisns, vl 0 without prosthesis Retier Beder Rider Fier
Y, MM Decline 2, NM: Dediine XY, N Dedine KY. it Dezding
Caused by disheres. severe ariery Osease of athor Dartne Deciine Dactine Decline
discas
Anemia - othar than anemia fisted in the ineligible
heaith conditions list
frosent Standart Swandarc Stardant Stapdard
Aneurysm
Prosau Geditie Decine Dedhse
Hsuny ol more than 5 yrars ahat repared individual Indrvidal Insteidial tndivitual
< oG ¢
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Actions for common medical conditions—rider states

f

Condition
e eeserve the 1ighi 1a rate far the condition andior medicstion
e when iste, A d rating i ined based o
the seventy of the condition and treatment andlos preicritian
medication cait, dosage, and premium amount.

51500 or towear
deductibfe plus Rx

52500 - $5000
deductible plus Rx

52000 - $5200
deductible no Rx

$5000 or higher
deductibie plus Rx

Anxiety
et conweofied with prescipsion medication, no Staridard of Rating Sianda of Rauniy Siardlaeg Standard or Rating
eunselitg, np more dian 2 ER wsis in the lass 12 KY & OH. XY & O Ly 8 oH:
manths Sranoard or Rider Sandase of Rider Standard of Rider
Counseing only, 0o medicazion Hate 10-20% Rare 16-20% Standar Fate 10-70%
Asthma
A pd, 1% reguiar mecIcation ranuires; Srandand Sranclart: Srandare Standarti
Megication use only Rider Siandard of Rating Standare Standard ar Raving
KY & OH LY B OH:
Standar or Rider Srarndarg or Rider
Sikeudkation us2, steroi€ treainient {0t inciving Albutesst | Rider Reder Riger Standard o Rating
inhaler} less shan 3 ines and/or no eMerpRACY FOOM Vists KY & OH:
1 the past 12 rmonths Stanidard of Redar
3l stevinds fequired = 3 imes or mare than 2 ER visits | Dechne Dagine Decine Dedine
w the past 12 months
Attention Daficit Disorder/ADD/ADHD
No medication ¢ counseling, mome than Stanvart] Srangiyr Standart Standard
2 years
FRidder Standasi Ratng
N Rixie nnly N Rate anly
KY & Qi EY 8 O
Stannard or Ry a Ridgr Slendard or eder
More thie one nredization Nehay ar Raireg Standag Raing
N, Rate orify IN. Raie orly
Y2 OR: XY 3 ORC
Srandart of Refer Staridarg or Ridet
Atral flhriltation
Susgile: evert, no conunued meditabans, compkie antiont Sandure Stengdara Stardarti
sesovary, mare than 7 ysars ago
Single event, <2 yaats ago Dacine Gechng Cedine
Mutipie evants or caniinued use of medeation of Daviine DBciing Gecline
cheanir amiat fibslladan
Pacermaker oc Craverter Selibriliator Dedre Uecire Cecine Lechne
Back Sprain/Strain/Whiplash
= 1y aga - camplete acover Sandard Srandars Standard
Less thin 1 year ago of nit ticowred Auler Fder Stargarg
Baker's Cyst
KBy of ro rXurrency Standard SEIDY Stanrdarg Stantarg
Progent, asyimpromiic Rider Swndand Stangand Stendardt
Present, spmptomatic Ridar Reder Raser Standag
Basal Cell Carcinoma
Prasent Dudpe Decine Cecline
Swighe GOoLzreRce, (omplere fenery Tanetart Szandar: Stzadsrn
Mukipie aceurences, o requrreny, cemoved Ridhes - ey o Retfar - pe Starsthanes
af gmekame
Benign Prostatic Hypertrophy/BPH
teqdental knding, o symptoms, no Feafment o Standad Stendars Staniars Srandarg

medicalon uge

Well rantrabies on one mudtication

Sranclars of Rate up
OH & XY Rider jor med

hars of Reng up
V¥ Redder dov rmed

3 o7 Raleup

Sterddard or e up
DH 4 KY Zcer fof mec

Mare than a2 medsatics

Rider

He Rider pls
Aating for imecs
1 ne

g for mes
- Dachre

Penmnsnant Ade:
LT~ Decing

rrianant Hides phis
Fanng for metfs
UT - Cechng
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Actions for common medical conditions-—rider states

Candition
We reserve fhe right 10 taze for the condition andias medicavon
sz when apprapriate. A modified rating is determined based an
the seventy af the conedfinn andt teeatment sndtlor prescoption
smedication cost, dosage, and premum amount.

$1500 or lower
deductible plss Rx

$2500 - $5000
deductibie plus Rx

$2000 - 55200
deductible no Rx

36000 or higher
deductibie plus Rx

Progiawectumy, TURP, TUNA, TUIP, TUMT, {4 . Standard Stasdive Sterdad
surgery compieted. ro failow up rerdes, compiesa
recavery, nG resdual Complicatinm of medcation use
Biadder infections {Cystitis}
Less than 2 par p2at Starwdard Swandad Standare Standais
& - & o mave per year Lelne Stendad Standard Standaré
More han § Dartne Daxtine Digine Cecline
Breast Cyst, Nodule or Mass
. Prasent-&ehenign fasder Rila Bcer Mandard
VA: Rate 25% VA, Raig 25% VA, Raje 29%
Removed & henign Standarg Sterdut
Present, pathalogy unknawn Cecine Decline
Breast implants
Presai, s cornpligatsons, placen fur Stadare Standhid
LASMELE PUIPOSEs
Breast Reduction/Macromastia
Condimice presen, no swqery sompleied Reder fudler Riger Aicer
Surgary completed < 1 yaar a0, vath vomplete racovery | Stonaard Standve Sandart Standarg
Surgety complered < ©year 540, with restual Rides Rider Rigier ficer
Surgery compieiad > 1 year age, ma res Ssaniarg § Standarg Standire
Branchitis
1 - 3 ppisnges in the past year, non tobacco user, Stancard Swandar Standarg S1anrtard
corrplain recavery
-2 gglscciss in the past year, tDdaxco usar, Sransard Srandx Stangdarc Standarg
COIP{IRIR fRCOYY
3 entsodtes a yaas 0hacss uiar, indraduat b Incivicusl
oMU cansued considerancn
=3 epsodes & yeac ar Cyani Brorcngs Dediinz Dedine
Bundie Branch Block (right}
Stantars Stardart Sterdarc
& wagmmert des for fast 12 nvamh, Duild not ratabie .
Burshtis/Tendanits/ Tenosynavitls
Single oceo: AT Senare Srandasn
Singhe stovirencs, Ricter Standare Standary
M Resfer Ritier it g
Carpal Tunne!
Present uf resduals Rider Kicer Stanrlary
Sergial repayr compdete rxuvery Sandac Stgnidasg Standar
Cataracts
Frosent Rider Rder Kicer Standarg.
K7, Derine Xy. Lecline k¥ Digline
tyicaly covenied. fuly seooviree, no resehals Standarn Standace Standarc Standare
Chiamydia
Presant o7 uninr eatmen L mstery Staniacd Stanidarg StanbarG Stindiitd
Complete raovery Sturitared Standare Standare Standyrii
Coton Polyps
Presanl Gecline Decine Cechin
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Actions for common medical conditions—rider states

Condition
Wa resetve the right (0 rate for the condition andior mediation

use when approptiate. 4 madified tating is determined based on

e severity of the conditean and ""u“em andtor grescriation 51500 ar lower 32500 - $5000 52000~ $5200 36000 ar higher
dosage. and dad plus Rx plus Rx ible no Rx ductible plus Rx
teriz than 1 bemgn podyp removed witha the past 5 s Rid {; 3 fvu ier fperr Rider £
yaars ¢uting colonoscnpy. scheduled B is avary 10 years (ortobaco - Max | UT. Non loaace Haa UT. Non-ichae - Ma( UT: Noa-tobaco -
s3tirsg apples - rating applies - 1ating spplies - 1aung appiies -
tobaczg user IC s el 10 2harco user iC nbacco user IC
{0 rating L0 g TEng
Single bemgn polyp ramavea Sunng cotonoscopy Sianriard Standard Standimd
swithin the last S years, no colon resactan, #u schedus
every 5 years
Single Senign palyp ramoves dusing Colanoscepy, within § Rider € figer 1} }
the past 5 yars no arkon resition, foflov up schedued | UT: Non-todiago - $ar UT: Nori-tot Mix | UT: Nun-tabacs - M tobaca ~ Mitx
every 3 -5 yaurs rating angfies - 1anng applies - mmg appliesi - G applies -
tabaccn usef b zebacco user IC sobacro weer IC i
LO: rating CO kg 3]
More than 1 palyp remaued within the past Syears Dadine Dacfine Dedine
Surgaly removed {not dusing coronascpy) o part
colan surgically ramoved o folkow up scheduler »ry
1-2yeu5
1 - 2 poyss remevad vathin the past 3 years during Ricler {; 3 Rigter ip Rizer §
cokmascopy. unly | cfonoscapy compleiod withi the Ut Nen- xuaanm Max UT. Non-tobace - Man | UT: Non-iobico - Max
s B years Follow gp schadidad ety 3. 5 yeas ey & g
d iohacco user IC
L0 rating L0: rating
More tha 2 polyps removed within the past 5 years, Dechpe Decina Deciine Dedine
followr up scieduted evsry 3 - 5 yaars
Candyloma
Frusent of hisiory of - no HPY Rider Standared Standary Standard
L 55% anrg nar
Fresent of hesiery of - with HPY

UE, Tobacco usars -
Daciine

? Tobaees wiers -
Dectine

fucer

3T B raimg, 06
wlbaceo users

UT: Tobacea users -

HpY HPV passferaritien 2R
seperately S
Degp Vein Thrombosis (DY)
On aniiaaquiants or one episade less than 3 months e | Dedne Oechine Decline Cedine
Ong gpisede—3 maes - 2 ybars weth coripiute tecovery | Peder ..‘cer Reiey Stendas
UT: 259 ravg foy 4% tatng (o UT: 25% sating for
nan-lohac user mon-tshats uzer soRi-tobiecy uses
Tabaceo yser - Takacco usar EAT00 VR -
wudvicual ircividual consi ivicual
Reaurent Dazine Dxtine Docine Cedine
Depression
Wil controffer weah gresctption med stion, Standard or Rating Suandmd or Rating Statnkare Stadard or Ramng

KY & OH
Stantiavd or Rider

KY & O

XY B OH:
Standard ¥ Rider

Counseing only, ng madicaion

Raie ¥0-20%

Aae 1G-20%

Kate 10-20%

Deviated Septum (nasal)

Penenl, asplpiomatic of suryaly tepared Standard Svandarg Stendard
) Sympomatc Ricter Kirser Kisies
Dizc Disorder {hemiated, hulging, ruptured)

Heagant, surgically repared fess than § year ago or Ruder Ruder Riger Rider

il adualy

Asyropromae, surgreally repairad more than ) vear ago | Stancad Swandarn Stendad

wen ol tecovery

Diverticulitis
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Actions for common medical conditions—rider states

Condition
We reserve the right 10 rate for the condition andtor madication
e when opviate, A modified rati taredan

the severity of the toadition and teeatrmeni sndios preseeiption
medication coit, dorage, and premivm amount,

51500 or fower
deductible plus Ax

§2500 - 55000
deductibie pius Rx

$2000 - §5200
deductible no Rx

S6000 or higher
deductible plus Rx

Prasant, Mo Surgary

Rister

Ragar

Ricieir

Surgery within 0-2 years fuder Reder Rcer Ficer

Surgicaly corracted > 7 yaurs age Standart Standart Standar Stardart
Diverticulosis

Present of with history of civerticulius, No Surgery Dachne Dedine Dediine Dedine

Sargery withn 0-2 yaurs xlne Daciine Dacine Dedine

Surgically coreected > 2 years ago Standard Suandarc tandase Standard

QUi - Paramed exam s required

Single oceurience, within 5 years

Rae 30%-Dackne

Pate 30%-Desiine

Rate 30%-Decine

Rete 30%-Decline

Single accurrence, mase than 5 years. Stendard wandary Standast Stardard
Muldpie oocurrances, within S years el Dediine Dediine Duckne
Wulrpie occurrences, more $han S years indmwicual ndangual frEvidual Incwidia
1 S RUTIE ronidaral
€ar Infection (Qtitls Media)
< 3 U past 12 months Standiard Standare Stendard Stacdard
» 3in the past 12 monihs Ritler Ridey Rigar Stardare
Toibes frasent Rujer Stndarg Standate Standite
Tubies no Ioryar presat, a6 femutienc Standard Standad Siandard Standard
Eczema
Presant v Jess than 2 yedrs snce yymptomatic Riddes Sianidac or Rating Standfarg Standued ar Raing
XY & 0H Kt & QH:
Standarg of Rider Standard o
> 7 YOI SINCE TRAMENRT OF Syl Standard Stanga; Standad
Endometriosis
Pravent o ywthin 5 years of teasment ficer i
KY: Deding XY Decling KY. Decine £ Deckne
> 5 yeys 5ide Synpioms of vealmen Siangard Standasc “andars Sténdad
Sutgury < 2 yeary 3go Bsder Reder fuger Standard
¥¥: Deciine X'y Decline kY Dadcling EY- Deckne
Surgery > J yesrs age Stanstiarg Standard Standardi Siendarg
d Prostate - See Benign Prostatic
Hypertrophy
Epilepsy, Grand Mal {Generalized
Sesnurg vatbn past 2 years Dadate Dacine Decime Dedine
Last saizure > 2 yours ago Standard of Rate up cnlard o Rawe up Srandares Standarg of Haie up
Epilepsy, Petit Mal {Generalized}
Sewyirn vithin past 7 yeass Deghe Oeclina Dechne frecline
Last s2zure > 2 yoirs 2G0 Standand e Rate ap Stanlare Stendart o Rate up
Epitepsy, Temporal Lobe (Partial}
Serire « 1 yedr ayo Deghine Dediine Rechne Gedling
Sewwre > ¥ yeal wo Sigadard o Rais up Standir© 17 Rale wp Srandasy Stendarg o Rate up
Fihromyalgia
Mresenl o¢ history at Dedling Deciine Cechne Gedline
Fractures
Fresent - Ko fixation devize Patler Standare Stardari Standarti
#eesant - with permanent fixasian cevee Sransand Srandare Stangare Stardad
Fresant - wath tempasary fxsian dewce Ritler Staniarg Standarc Standar
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Actions for common medical conditions—rider states

Condition
We reserve the 1ight 10 rata Jor the condition andber medicition
use wien appropeiate, & modified rating is determined based an
the seventy of the tondition and treatment andfus peescription
medication cost, dosage, 3ad pramium amouns.

$1500 ar lower
deductibie pius Rx

$2500 - 5000
deductible plus Rx

52006 - S5200
deductibla no Rx

$6000 or higher
deductible plus Rx

+ i care with sio tixatios devite
ation Jevice

Seaudard

S

dane

Standars

Stendass

Aecoverzi, released bom cere wh sempozary faation | Sider Ritder Rives Standarg
davice
Sahatogicat Decline Geciine Decline Cedire
Ganglion Cyst
frrsent & symntomatic fiicler Srandast Standargt Srandard
Sergicaly removed o1 history of and resobed Standand Siandarc Standaic Standlar
Gastric banding - weight loss surgery
Lag: berd temuveg, 5 rateablz build, weigit Sandard Standesti Standart Stendard
maintained for ooe year
1ap Band remuvad, zateable build, or weight foss sot Dathne Dadine Decane Dedine
mairzained far oae year
Lap Bsnd preszat Dagne Daciire Decime Pedre
Gastric Bypass / Gastric 32aping Jedne Diline Cecting Cedine
GERD {reflux) - see Acid Reflux/GERD
Gestational Diabetes
< % 15 ago, dies contrsliagd during pregnancy, ¥ - Kate 25% -
na requiEnce UT: 3cbacco users abaccs wsars, < 1obacce swrs,
individual consid idval roesicezanon | invideal < il ¢
> 5 ye5 ago, diel conlrelled cenng pregnancy, Standard Sundarg Standiacs Srandacd
no favunenci
< 5y 400, conroited with insubn during pregrancy, Rate 50% - Ratg 50% - Rae 50% - Rate 50% -
NQ HIUtENCET UT. tobacco users, UT: tubaccn wers, UT: totiacco users. UT: 108,
. indivicuél ensi ircivioual cersi indivicual fon | intividigé

> 8315 ago,
D t20urrente

s withs drasulin dunng pragnangy,

Rate 3535 -
UT: tohacco usaes,

Rre 25% -
UT: tobazie ikers,
4 Consinera

wadus

wReness, ra elase

axdubual 0 IRAVIOUA <
sy of, o ghicose tes: fallowing pregnancy o Declne Degiine Decling Cedine
ghicose fevels dd 567 seturn @ noroia;
Glaucoma
Synystormatic, bui not diagnosed Aigey 30d sating for Rtlat and rating for Ritier for con Ricer and rating ter
medicatians rneclications artin for med medicatians
Sravru, well conobing Rating Retving
OH & K¥: Reder O & RY Ricer
Presem, ast consolied: with or without zedeatons Rid Redlar Ritier
Surgicaby cosraciad bos withaut  ro medization If no megicasions: Standsrc # a% medications:
madxatons Siandard Standdate! Standarg
Medicaaon use: Rating | Meticebos bye Ratirg) Medicatian use: Rating
CH % XY: Ruder OH & kY Ruder OH & XY Riger
Swrgitidy cnrrected in ona ayo; with ar withour Ricler Ruder Rider Rider
medkation use
Gout
Present oo witiwt 2 years of sympioms ar reatment Ridles Retler Reuer Sandare
Swandad Suirgiang Standurd Stavilom
Gf tredient > I yeals
Grave’s Disease - See Hyparthyroldism
Guitlain-Bare Syndrome
Present or « 3 years ecoverst} o1 Residuat Rate 25% Detiine Decline
bl permmary patment T: sobazca usals,
virual consigeration
» 3 years wnce rewoveres, e disatibiy, miemal Rate 25% Swngarli Standand Standard
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Actions for common medical conditions—rider states

Condition
Ve reserve the right 16 rate far the condition and/ar medication
use when apprapriate. A madified rating is detzrmined based on
the severity of the condition and treatment andfar prescreption
madication cost, dosage, and preaiton smount,

$1500 or tower
daductible plus Rx

$2500 - $500Q
dedurtible plus Rx

52000 - 55200
deductible no Rx

%6000 or higher
deductible plus Rx

KX &OH;
Hypeciepsisn:
Sranaard or Rating
holesterd:

tiord G Rieir

X7 8O,
Hypertensian.
tandaci ur Ranng
Cholesternt
Sranidar o Riger

Gynecomastia
Pregent Gider Auder Teger Reger
Surgical ¢or n > & months ago Srandari Standlarg Standasgt Standard
Hashil 's Thyroiditis - See Hyp idi
HTAABUTN - see Add Reflux
Heart Murmur
Functionalfnrotent, Gradad or §i - Systolic Siandarg Sundarc Standard Standard
Qrganic, Grade Hll or graster. continuous - Diastalic Decloe Deciire: Decie Dedline
Hemorrhoids S
Prasent, asympipmatic Santand Standare Standara Stendard
Presant, sympromatic ity Szandard o7 Rate up Standind Standars
3 y8ar sinca YMPIGMS or surgery Siandarn Standare Siandarn Standard
Hapatitis A
> £ pronths dnce tragamnt vath Harmal ive tests Standdard Standxt Standaed Staridard
Hepatitis B
Cervier Quctine Dachine Decling
Present ar < & monihs snez treatment Daclice Dachine Ledine
Qthers seral irgivicual o Incivigual consideaicn { rividusl considerati
Hemia
Frasent, alf types athar than Hintal Herps Fdor Riger Rager
Surgicaly rapairag Szandare Standare S1andard
Hemes
OTC mescauon Stasitiand Standers Standare Stendard
Prostravian methoaton Raung < Rang ur Kujn Standac figang o Ridod
XY &CHt KY & D KY & 0H:
Srncwrd o Moer Swandard of Rider Siandard of
Herpes Zoster {shingles}
"~ Bresant Sondard o Rase up | Standard or Rateup | Standane sarriard
Complete recovery, i medicaion Siandad Srandxd Standard Stardard
Hiatal Hernla - see Acld Reflux/GERD
High &lood Pressure/Hypertension
Underwritten based on age of onset, stabifity
and comarbidity
Stabie, awriage reasings 150490 or less, o ather Gard oF Hate up Standar of Rate up Starcdarg Standart of Rain up
vartiac #isk factars, cantalled with mecicgton
High Blood Pressura + 50% Ratable Build
Dachne Dacine Cecime Decline
High Blood Pressure + Rafable Build + Tobacco User
Dedline Decire Uecine Ceclinn
High Blood Pressure 2 High Cholesterof controlled
| with medization
Stanoant or Rating Standira av Rating Standat Stardarsi ar Ratng

KY & OH:
Hywe: tension

Stardard 0f Ratiag
Chalesternt.
Sterdlard o

High Biood Pressure + Sleep Apnea
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Actions for common medical conditions—rider states

Condition
e cererve the sight 10 rate for the tonditian apdtor medicasion
ute when appropriate. A modified rating is deteemined based on
the severity of the congiton and treatment andior prexcrigian

£1500 or jower

$2500 - $5000

52004 - $5200

$6000 ax higher

COBKY: Rate 100%:
UT: Raiz 55% - nen
10B2CD Wser -

CO & XY; Rate 100%
UT: R 55% - nens
tohacro usx

CG & KY: Rate 100%
UT: Raver 55% - non
1obaz

medication catt desage, and premium amaunt. deductible plus Ax ible plus Rx ductible no Rx ihle plus Rx
Dechre Dedice Creciine: Dedine
High Bload Pressure + High Cholesterol +
Ratable Build
Deciine Deciing Dedine
High Blaod #ressure + High Cholesterol +
Tobacco User
Decline Dedline Lieciing teding
High Cholesterot )
Lipid parel vesults within normal insts, eompliant with | anoand or Rating Swandard ar Rating Standare Standard ar Hating
folieny up, consoiled with mecicazon KY & CH: XY &QH. KY & OH:
Stanéard or Rider Standard o Rider Standarc or Rider
High Cholesterol + Ratablo Build + Tobateo User "
Daclire Datfine Cecline Gudine
High Cholestarof + Ratable Buifd + Hypertension
Dechre Dechne Dechine Dedine
Human Papilloma Virus {H#PV)
e 5k - na condyloms Srantsand Siandare Standar Stardarc
Low risk, with consyloma Rickar Ricer Riger Rictes

L3 & LY: Rate 100%
IT;

indivtuel incivicual Considerat
Lgh fick Kider Reelar
<0 & KY. Dedline 0 & KY. Deckng
UT: Rate 53%-100 UT: Rate 55%-nen
. 3 whancs usar,
Decline-tonaco wser
Hyperthyroidism
Feoserd -y Dattire Decling Dedine
Srosent - veated with madicatcs Standarc Swndare Swndwc
Hypaoglycemin
Zravant, tollawe up recommendad Dedine Dedhine Declise Dedine
Frasent, of history of, die tantrcied, Stantiard Standas Sandart Srandard
1 Wiew-Lp feenmimended
Frpsent, wedted sath mesicain dine Daxiine Deciine Derdine
Hypothyroid
Presant or Basiry of Szandard Suandarg Standazd Standard

Infertility Treatment - male and femais

Curren: mierthity Crug fr2atmant

Dethne - entre famly

Dechine - entre fansly

Decing - entre tamily

Deding - entire family

Last weaimeat with inle
lwe berth

y dugs 5 3 yaer vathout 3

Declice - enice famidy

Deciing - entire ety

Deciing - entire fansify

Oeding - entire fomily

ircys vt 3 sive bursh,

Stanard

Sundag

Standar

Stanatart

Last eatrrent vl snlec iy ¢
Tamily planning 15 not compivte

waith 3 ve et

Decliie - entre fasly

Crecane - entas family

Deciny - entre famly

Dedwie - aptre farndy

[ e with IVE, 2FT. GIFT or wthers, farty
g oMol

ard

Ssarvdand

Standarg

Standarng

2IFT, GIFT ar athers, fa

planeing 150t complase

Dedlie - entire: fanily

Cedine - enzre ity

Cecling - et totnily

Dedine - entire farnity

tnsomnia

Weated wah medanon

Stancard o Ratirg
7 & O,
Srandard or Kitier

Standarg of Rating
XY & OH:
Standart; or Pider

Standzg

Standard or Ratng
KY § O#:
Standarti or Rider

trritable Bowel Syndrome
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Actions for common medical conditions—rider states

Condition
W reserve the right ta rate for the condition andfor medication
wse when appropriste. A madified rating it deteemined based on
he seventy of the condition and treatment andior
rmedication catt, dosage, and premivm amount.

$1500 or lower
deductibie plus Rx

52500 - $5000
deductible plus Rx

$2000 - $5200
deductible no Rx

$6000 or higher
deductibie pius Rx

Freated with OTC medic:

Standant

Stararc

Stenidand

weaimen snd a corplele recavery, 16 Curent
yeaiment, narmal platelet count

Controlled wigrescrinton Gi medeation Standart or Rating Standag Sreandaed o Rating
XY & O KY & OH:

- Siandard or Rider Standaid o Rider

freated wiron-Gi prosaiption medicsbon Ritter ard Rastirity for Standarg or Rating Staslar Standans o7 Rating
non-Gi meds

{TP (blond disorder)
Chita farm, camplete recavery, platelet Count 7ewinay Srandard Standace Standzg Standarg
unama
Chdd {srm, praseat Dachne Gechine Deching Cedine
Aduit dnrn o (hionic, less thae 40 years of aga, more | Pamp 25% Rate 25% Rate 25% Rate 25%
shan 3 years sinca treaumen: anc a Complete secovery UT: tobacco use: UT: tobacco user - UT: sohetes s - UT: tobaceo user -

divicduel onsideration 1 incindual corsi incividuat irdneidual S

Adult foem oF chrozie, mare than 6 years sice Siandard Standard Stardacc Standard

oint replacement

Ry replacext

Panmanent Fiaer
KY & Ni: Decline

Periinent fitter
e

Peramiinant Rider
K. Dackne

Lree placed

Permanent Rider
KY & NM: Daciine

Perminzat Rider
XY & bitt. Dacline

Skoulder sepliced

Permanert, Ritier
KY & MM Raie W05

mi
KY &N

KY. Didind
Peamapant Fider
KY & MM . Dechng
Pormanent

KY & NM:

Standard

- Dedlinie 1obacco user fing wlaceo viser | - Dedine 2liacio usy
Kidney infection/Pyelonephritis/Pyelits
¥ epace, within -3 years Ritser Standare Standase
. UL: 258 rating, non
tobicee usars -
Tabaees usars,
wravideal L osseranon
| epusiye > 3 yars ago andard Standarg Standato
2 epserdes, < 2 yoars ago Duviine Decine Srandard
2 epsouses, 2-5 yearsano Rider Sandare Standard Standard
2 epusinses, > 5 years agu Standad Stantare Starzdant
3 or mave episodes, tegargless of time frame Sedag Cadiire Derting Dedine
Kidney Stonaes
Presan Decline Deciine
Pazses) o7 srgivally 1emoved < 2 years ago et Ricer
Fassed 0 surgically removed > 2 years Stedard Standard randars Stapdars
5 ¢t more episates Decline Deaclire Decine Gading
Lichen Planus
Mild inlrequent atzacks Stasiard Stardard Standa:o Standard
Froimnt o sevam atticks Pider pius Rate Suandre of Rate up Higer Stendart o Rave up
tipoma
Pesent, asympromatic, RO surgery antpawd $eandard Standaed Standzsd Standard
Preent and Symptomatc Ruder Standcaca Standara Standarti
{yma Disease
Presant o weamment comprased less than eckni e [edine Deding
& months ano
3 monthy sice rerowary, no sesiuats Standard Standare Standarg Standad
Maculer Degeneration
Dy of vt Ridey Ridder Ricer Fider
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Actions for common medical conditions—rider states

Condition
We rasesvu the right & rata for the condition andfar medication
vise when appropriate, 4 modifiad rating fs derermined &ased on
the severity of the condition and treatment and/or prescription
dosage, and premi:

51508 or fower 52500 - 35000
deductible plus Rx | deductible plus Rx

$2000 - $5200

36000 or higher

deductibie no Rx | deductible plus Rx

of mec use, ongaing faliowup or treaument

Present, canfirmed diagnoss, stable, current of history Standavd af Rating Standard or Rating Standard Standard
<} med use, na angoing fofow-up or rement XY & OQH: & OH:

Standard ar Ridar Standerd or Ricer

{parrmanent {petmzient)
Present, confirmed diagnosis, able, current or histery | Rider {p Rider {pern i Rider Rider

Standard Srancard Standard Standard

Occasianal = 3 episodes yearly iraated with OTC
mecicfion
= 4 episodes in the fast 12 months, or severe. Workws | Rider Stancard wt Rating Szancard S aﬁcaxd af Rating
completed, syrmpioms conirolled with currant trestment KY & OH: Y & GH;
Standas! or fder Standard cr Rider

» 4 episodes in the last 12 months, No workup completix)

Decline

Dedi

1 - 2, ne underly

Star and

Dacline

Staneiard

tangard

2, ro full tera delveries

fider Ritier Rider Rider

UY: Non tohacca user | UT: Non tobacco user | UT: Mon tebanco user

UT: Nen tobicco usar

rate 50%, wbatte rate 50%, rabacco rate 50%, wobacco ate 50%, wbaccs
tiser tndividual user individual uset indwidual user indridunt

Hiswory of with fult term delivery

Stendard Stapdand Standard Starard

No symptoms or beaimer

Standard Standard Srandard

Standard

Milg symptoms cunirolied with one med,
o other heart disorder

Stardard or Rate up Standard or Rate wp Standazd i

tandard ar Rate up

Manqsmm b nagiosum"

gl

Aider Stanti

rancard Standard

pelvis, back or spine, knee or ankle imolvemes
joint teplacement

amino

Present nr complate racavary < 1 yar

Camplete recawery > | year Stendard Srandard Srancard Stancard
MIRSA £ M’emldmn.xesjszam Staphylogetcus - B et o
Aureus R C

Presens, currently under treatrmers Oecline Dedine Dedine Oacline

Completed weptrmen, follow-up pending Cedine Dedina Detline Deadline

Teeated, Tul recovery of over 63 days Standard Standard Stancard
Rephritis/Glomerulonephritis’ Sl i L

1 episcdes > 3 years a9, normat bload & wing rmutu Staodurd Standard Standerd Swandard

AF other stenarioy Rating, inrx:rvic’uel Razir:g, inqivicu.ai Rau'jg, Snd_ivicua) Ralir}g, énqwidua!

" deciine “ decline i decling i
4 Gsteaarthritis : el R i i

Present; only OTC meds, na PTas ’JT ne shcuk:u ip,  § Standard Standerd Siandard tandard

pehds, back or spine, knee or ankle imalemen:

Presant, alf wreatment excepi OTC meds, na shouiter, Ricer Rider Ridar Standdard or Rating

hip, pelvis, back or spine, kree or arkle ivelwment

Presens, regarciess of treatment, with shoulder, Hp, Riger Rider Riger Ridder

Joint replacenment (see joint rephcemem

Osteopomsls leieopema

Curent uss of Propirdactic macation, riue 0 aged
no diagnosis of asteor
10 fractures or Dexa scans dong

Standard of Rate up Standard or Rate up Standard

Standard or Rate up
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Actions for common medical conditions—rider states

Condition
Ve rosarve The right 10 cate for the Condition andjor medication
we when appronriate. A modified rating s detsrmined based an
the severity of the condition and treatment andfor prescsintion
meditation cost, dosage, and premium amount,

$1500 or lower
deductible plus Rx

52500 - $5000
deductibfe phss Rx

$2000 - §5200
deductible no Rx

$5000 or higher
deductible plus Rx

1 Dsta0066us o OGBLpEa with of Risha anil Richat 3 Fias (permanontt Standan or Raze up
- Presanl, savere, bistory of paalogic fix Dol D Qecwe Dedine
cnpping, Dexa scans warsaneg
Ovarian Cyst
Present, asymplomaue Staadard Standarg Standatc Stardarg
Sympromatic Redier Rider FRedjer
UT* Dackne 4T Nan-tobacin user | UT: Nan-tobiaico tser | UT: Non-tebixeo user
50% ranng, tobavco | SD% rating, tobao | S0% ratng, tobacco
d i sar inrividuca user individuca
Rernaved Sianard Sundard Standas: Standard
Paritreatitis
wisrory of astack, Ao undertying cause. rescives dhagua: q, | ingividus] , | Indiedual
smedicad records d mecid seorts medical records
peprred Tiquies recied reciitee
Chignie ar recustant Dechine Dedine Dach Dedine
Pap Smear - Ahnomat
ASCUS, 50 high tisk HPV, Class i Srendard Standurs Standasd Sterdard
by one noemal pap, Class v, 12,
normt pan sredrs
Phiebitis
Curren: use of biood thinkers Saclne Daciing Decine Cedline
One episode, < 3 months, Compleie fecovery, o Rider Rider Kiger Standard
Varkese wers o sdetta
({ne episeda, 3 months - 2 yaars. complete racevery, no | Standasd Seandae Standarc Stendard
Vancase veims x «lemy
RNt pgisages wWithin § - 2 sras ey Firne Standard
wry of 2 2 yeats ago Sty Marstare Standar;
Varicose Ve - {see Vancose Veins)
Preumonta .
Present Dacline Declire Cechne Cecline
Complate fecovery Stanuart Starfarc Stindsrs
Prostatitls
One epasnde, TGl recavery Sranears Standare Standare Stanedaro
| agnsede of Chramse Ritfuzt Hide Rscies Butier
Prosthesis/Prasthetics Device
See Amputation
Prostate - Enlarged
Sas Benign Prostatic Hyperirophy/8PH
Asoriasis
Aditd symptarns, OFL medicawons of mo teatment aed Swmiare Standarg Standmd
Ml to moderate sympiers, COsEivatve Meatments, g Seandarg o Ratng Standarc Standard of Rahng
(RCiERg prescripuce foprcal agenss RY & OH: KXY 8O
Ssandare ar Ruder Standatd o¢ Hider
Sivere symipionms tequumg A ation such 3¢ Frbeed, | Declnc Deciine Pedine Dadline
femucade, Sulfasalazine, gato therany or Meshoieaate
Pyartic Artiris S P Arths)
Use &l 1anring deo oniy Standacs Standars
. Usa o UNA/PUVA Bght a1 3 manc Daglire Dethine

Psoriatic Arthritis

21
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Actions for common medical canditions—rider states

Condition
We reserve the right 1o rate for the condition sndfor medication
st when appropriste. A modified rasing i determined based on

the severtiy of the condition and Hestment smiter srescriomen | 37500 or fower $2500 - $5000 52000-55200 | $6000 or higher
dicatian <o, dosage, and premi . § plus Rx | deductible plus Rx | o ductibla plus Rx
AE zases Detline Dexline Dechine Detlina
Pylork Stenosis
Present Cecline Decline Decine Darfne
Surealy vorrecled with complete redovery Siendard Stamdard Skandard Siamiard
Respiratory Syncytial Virus (R5v)/Branchiofitls
Presens of history o, « 2 years of age, Synagis! Budlirne Dedine Qucling
Palivizamab use
> 2 years of age, Last exaurence < 1 gear ayo and Cedline Decline Dackine Deching
SyragisiPalivizumab vae
> 2 vedrs of age, Last ooasfence > 1 year ago, No Stirdarg Stamiard Stwatiard Stacdard
miesicaiions for > 1 year, Comalzte recaviry, No &iney
HESPUSIOY <O
Wustiess Leg Syndrome
No medication iment fiy 12 months, Standarng Standard Standard Standians
Conynlied véth meci OF treatrnent af a5 meds Ine | Stzrdard o Azung Stanuzrd of Ratng Ssansard Stanaatd or Rating
<12 mondis KY & Qi EY & OH: KY & OH:
Standar o Rder Stancard or fider Standded  Riser
Follow-up ot cormled, of esting peiting of Dedine Diachee Dechne
recammedesi
Retinai Detachment
Cedine Dedine Declne Dehie
ity correctent € 3 years Ricer Stancard Stuncard Standard
Rheumatoid Arthritis
Dedine Dectine Dectne Ouckne
Scoliasis
PrEsens, B agary, ancer ane of 200 Ricer Rirer Ruter Ry
Pigsens, ow age 0 Stanang Starzard Stangars Stancasy
Sutgery completed, ro6 in place, fill recovary Standard Stancard Stancard Siandard
Ary arthiac, pulrmonary of sprl (orS valverneni Dectiar Dexlin Decing Decling
Sinusitls
< 1 episees in the past year Stangy Stangard Swandard
3 - 6 epecnian in e past 12 months Stancard Ssancard A
> 5 et = i past 12 menths. Rirfrer Riiber Seandiard
Sleep Apnea
Contolted with CAAR fger Riger Ridder Sendard
= ~Surgpadly serrected Sigrdacd Stancard Standard Siancard
Steep Apriea + Ratabie bulg Cedme Daciing Dutine Dadine
Sieep &peva + Tabarco User ladine Decling {ecline Oadine
Seep Apitea ~ Hyperieasion Dedline Dezfing Dectine Dediina
Leaured or linedd Cucliae Decine Dexnz Jackng
Spina Bifida
{autza, masdental finging, Jsympiemztc Standarg fancard Sancard Ssangard
OCadsa - sympomatic Becline Dichnn Decling
Marsfesta Oechag Cechne Ducl
$Spinal Manipuiations
G- 2 uieis per year Stendard Stancard Sandard
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Actions for common medical conditions—rider states

Condition

the severity of the canthtion and teealment andior prescription
medication cost, dosage, and premium amount.

We resecud the right to rate for the endkiion andior medication
wse when anpropriate. & modified rating s determined based on

$1500 or lower
deductible pfus Rx

52500 - §5000
deductible plus fx

52000 - 35200
deductible no Ax

$6000 o5 higher
deductible plus Rx

3 - 5 vidits per yoar

Al yiates Staflae
arcept.

NV, Nider

Parait plars sely &l
othzr plans stancard?

All states Sknduns

it Por lidh
pian & Autashare 8
Plus BX oniy 2 othsr

Statwiare

s Stantiaed

KV - Ritier Autashare
80 phes £X only {alt
other plans standaray

s A% only {3k other
plins stancand}

plans stanciasd)
6~ 13 wiSits per year Al siates Ridared Al szates Standard Standaret All states Standard
<ip except: except:
AL L0, NN &AW NV - Hicer Porsrok NV - Ricer Autoshare
Rate 25% pian & Awtoshare 89 &7 plus RX only{att
pirs R ety (ol othey other plans siardard}
pians stancad)
1« 15 visits per yeat A states Rdered Al states Standard Standani Al states Standard
EXCepT ENCETT except
AL, €O, NM B Wi NV - el Porat v - Ricer Autashare
Rate 50% plan & Autashare 871 8BS plus RX anty (@it

Gther plans stendard)

IR - 20 nats per yrac

i states fderad
Rt

AZ CO, MiE & W
Rate 75%

A states Rrdered

L OO, Hbt 2 WL
Rate 15%

Alt states Redersd
ExCRpt.

[T AR
Rate 15%

All states Sancard
encept:

RV . Ridee A 2
80 plus 84 gnby (all
uhee phans stardard}

s

21+ 2% wsits per year

AZ, CO, NM & Wi
Rate 1GN%

M siates Ricered
et

23785 fudered
418

A2, CO, 104 & W
Rae 5%

Mistates Stancaid
excapt

NV - Riger Ausashase
BD plug R only {alt
ather plans stadard}

15 - 30 ity par year

A st
ascept.
AZ, CO, NRS & WE
Ratg 125%

A} states Ridered
wxcept

AZ (0, Nd 8 v,
Rawe 40%

Al states Stancerd
et
NV - Rider Autoshare

35 - % st 20 yeat

Al waies fwered

a4Cept
AZ, CO, NM & W
Rale 150%

-
DN R W
Rare 50%

Al graes Ruzered
wxcanr

AZ, CO, NM AW
Rew S0%

Ali sz Siannard

v - Riter Autoshare
0 plus 2% anty (alf
ather phans stendard)

36+ visis per vear Al suates Ddered Ad states Rufered 4] stazes faered Al stzes Rjered
xR acept exgapt et
L TN & WE AL (0 NW B WA AZ O NME WL AL CO MM EWE
Wik 1% Rate 75% Rae T5%
Stents

Decl: Decine fachng Cedfinige

7 kcations indniduat Indidual Incwizuat

<0

Tachycardia

Ho attacks in past 12 months, mairaned ang welk
conitolled on rrecications to coatrel attacks and
YMPEGMS, 0o other Largicvastidne duordars

¢ + Raung for

msdds
UT tohiacin wser -
dmcua coraiseraion

Rider » Kasing for
mads

UT- whisce user -
(eov:gul ronsgeratiin

Kiger
UT: sobaccs iser -
Inavarual QisRIAE0N

= 3 antacks pee vear, < 1 yRin e last atack D 3
= 3 attacks per year, 3-3 years snee 1387 attack, prom Rt
TRSLOMRE 303 EEMens, i ather ¢artivisouiae groror UT whaczo user - UT: tobikes usa - bacee user -

indiatuel corsiteratan | incvduat consid ingidgual conaderatan
-t 3 artacks per year, > 3 years ance last atlack, proesg | Siancand PRI Standars tindiin
1©3EOSE 16 IreaTMent. N other CarGicvestular gisarcars
Dtrers Dedine Cndine
Surgical ablatior < & manzhs ago Deciir Decine Oerdine
Surgecal abation > 6 months aga, ro residualy Stanwtarct Siandarc Srandaris Stardarn

23
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Actions for common medical conditions—rider states

Condition
¥ reserve the right 1o rate for the conditian andior medication
1s& wheh apprapnate, A modified rating is determined based am

Uhe sevenity of the conditim and testment ondton pretcomen | 1500 or lower $2500 - 55000 52000 - $5200 $6000 or higher
Mmedication cast, dOSAGE 2t premitT AmOunt, di plus Rx plus Ax | deductible no Rx | deductible plus Rx
Tendonitis - SEE BURSITIS
Tenosynovitls - SEE BURSITIS
Tonsilitis
< 3 apiioges per year Sancerd Swwdard dard Standard
3 - 5 episadas per year Rider Siandarg Standard Standarg
> 5 epindes pur yaar Rtler Rider Rejer Standard
Tourettes Syndrame
Simple e, no behavioral disorders Stancard Saandard Stanarg Standarg
Conmelled with meikaton Siandard or Raie up Standard of Rare up Standard Standad or Rate up
Disabling, brhaviora! issses, extersive psychothasapy Dadine Deckne Ouckine Deciire
Tuberculosis
TR infection vathout disease, + skin test, Megath Siandard $eandard Standard Standard
varseriokgic studies, Negative chest k-ray, No evigencz
of activn deease, fupkylactic drug therepy comalete >
6 moniis g3
T8 infection without disease, + skin test, Nogative Dedlite Seanrard Standare;
bacwerivlogic studies, Negative chest x-1ay, No avidence
disaase, Cisrent use ol < 6 morihs of
prophyactic drigs
Ulkeer {Peptiz}
Cre episode. complate recovery Stancard Sandar] StanGard Standarg
> 1 episnde, weli cursroller with medications R Standary
UT - incdivigual &
corsi LOPAICE S50T
~Histoey of bleading of perforsnon, < 2 years after episcde, | Dedine Decling Derlane Decire
{H enulngsle oncunences of bieestian o perforarian
Hisory of blecmg o perlorsuon, » 2 years aber Stannsid Stangan
episuda, wmghe octurience, ne kavan cause OR NSAID'
discontingad, Vagotormy paricened > 3 years agn, Mo
symateras
Uterine Fikroids
Post-renopasa AT, 250t of Saancard Swncard Siangand Standarg
myomeiiomy of hysiereclony campieted
Dthers Rusfer Ridless Rtz Rivdar
Vaginitis
Qe acourance, (amplets recoeery Stangard Standard Sranpard Standarc
> | decurrence, < 1 year wnce last occurrence Rger Standarc
Varicosa Veins of the lower
extremities - UT only g
Presa iz, RO Jors for reaiment | Stancard Stantiard Sancard Standag
Present wiesn Dodling Dackine Dacime Oudine
Treated vath fazer, stpping o scleratherapy, hlt Riger Siandard sranpand Standare
recavery MLOTS G treatmant << {yf ago
Treated vath izer, stunping o¢ sclerasherapy, full rancard Swadard Eangad Standarc
TRCOVETY (O SYDIGNG of trealmeinl o 3y o
Varicose Veins
Presgiit: £ o Siantard Ssntard Standac
Prasent with icer Dechae Dacting Dacire Decara
stppirg o sclarotherapy, ful Tetinr Suanrard Stannarg Standarg

TRCUFE! Y RC SYMGRKRG OF Uealaint < 1y7 ago
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Actions for common medical conditions — Non-rider states (LA & M)

Below are underwriting actions for conditians for which Humana does not piace exclusion riders.

These guidelines may vary due to state-specific laws and regulations but can be followed as a general outline, This
is not all inclusive, Final dedision is based on underwriting review. Underwriting assessments in the below grid are
based on customary and usual treatment seen for the conditions noted. Below are examples only; Humana will be
salely responsible for the final underwriting decision, which is based on the tompleted application and the

applicant’s health history. Guidelines are subject to change without prior notice,

Condition
We teserve the right ta rate for the condition andtar madication
s whan appropriate, Amoditied rating is determined based an
the severity of the condition snd Ieeaiment andior prescription
medication cost, dosage, and premium amaunt,

$1500 or lower
deductibie plus Rx

$2500 - $5000
deductible plus Rx

52000 - $5200
deductible no Rx

$E000 or higher
deductible plus Rx

Teeaten with fazer, stepoing or sceratheragy, fulf Sanadand Swandarc Standard
BLOVErY M0 SYMPLONS Of weatnan: v 1y 3g0

Vertricular Septal Defect - APS REQUIRED
Fepared > | yaar ago, complete recovery, normal Swndard Standare Stanifaret Standard
caetiac euam
Presant 07 tapaved with Sympiarms of aooarmal Decline D«ine Dadine Dadline
<artiac exam

Weight loss medication use
Use of anp weght Joss mecicanan fother than Xensest ] insdevduat indsaduat inemdust
I combunation witl hypesteasion o Caroiet sues - medical | Lormcuatorn - mevia - nediat | consiiferation - shecical

TRCONGA tetuiiv et reTards reguien recsids requred cecords required

Centinwous use of airy wisghs foss medicanons for Decline Deciine Dechine Ceding
wre aNe year
A osher scenarios or Xerdcal 3¢ i combnanion with Swandard Swandare Standaic Standard
hwpertension or Lardiag dssase

Weight loss surgety - Gastric banding
LD band romiven, fic rateable huE, we Siangard Srandag Standid Standars

- emainianed for eng year

Lap Band innvven, rateahis biskd, or weight kass rot Dexcbnne Dechire Ceding Cacling
manizmed tor ong yesr
Lup Berw arenen DitHsiz Dex. Crugime Cutlue
Gasteie Bypass / Gasric Sapling Daclae Daciing Ductina Cecline

CANCER GUIDELINES - APS HEQUEED ¥0OR ALL -
Masiraum aliowabiz rating varies by stae

25
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Actions for common medica! conditions — Non-rider states (LA & Mi)

Cenditlon
Ve ressrve 1 nght 10 sate for the candition andtar medkation
wse when approndiate. A modfified rating s determined based an

or giher Fisease

the severty of the condilion and treatment andior prescrigtion 51500 or lower $2500 - 55000 52000 - $5200 $6000 or higher
L, dosage, and premi deductible plus Rx | daductibie plus Rx ibie no Rx | deductible plus Rx
Acid Reflux/ GERD/ Heariburn
Preseat, o hiaial besnia, non prescaption medivation Standard Stengart Standard Standad
{QTC unly), nn etgrun: Coinsuirations o7 testing
Prasent, prescoplion roeuk otion, oo hixd keria oresam | Stendard of Rating Standars or Ratiog Staadarg Standiard or Rating
PFrescrigtion Medinaton use errently, Wl hani prisent | Dudline Detling Decine Standard or Rating
Acne/Rosatea
Prasent, ro yeamnert or OTC medication Standard Stangard S1andarg Standard
Prescription megs, Of < 6 months since met Standard or Rating Standare oF Rating Stardard Stendnd o Rating
AcCutam or equivatent
Prestrintion meds. comatased 2 § moenths age, tandani Standart Standare Stardaed
2ravery, NO ACCutng of equasiient
Rment o eguivalent, ar Deciine Decime Dixling Datdne
treqman: completed
rent of equivalent, o > | year a0 singe | Standard Standare Standarc Standard
weatmens, {onydale recovery
Allergies
fecommanded, peading or heduled tashing Rawe S0% Rae 50% Rare 50% Swanvard
Seasoni! prascription inecs (3 redils or dess per year, Standacd Stand Standard Siaudard
or UIC. g immunathetipy resteent.
Peescriptecy) aregs, mre than 3 efilly pe: yea, a0 Stzrfare or ez 18 or Rining E Sianniard or Rating
nmunodkyany ement
With of without presiribed madica e or tndradud G Inchvichund € it C nicithrat C
eeent immnatherapy vath sl g saaih Max Rating aith bAax Rading with dsx Ratng
Amputation/Prosthesis
Finge: 6 0es - #4th o withow prosthess Standard Standard g Standard
fve Srmgarns Slonda Stardart Standiard
AF nther 2rapueans, Wit er withous prosthests Dechne Decing Dackee Dachne
Caused by clabetws, severe artery discaw Cectine Decl Dedhine

Anemia - niher than anermia Hsted in the
ineligible heaith conditions fist

Presen SMandan Standad Sandae Ssandard
Aneurysmn
Presers: Decling Daxiire
Surgualy repaired > % vear, 10 revdusls Incividust Indhvidual ind'w}duai .
enrsiternk
Anxiely
Well controled w ascription medication, no Ztsndarg or Rate up Sngard Stangard o Rate up.
zaunselag, no more than 2 ER viwts in the last 12 months
Cavrieling anty, ao medication Standar or Ame up Standir o Rare ep Srandars Stancard o Rate up
Asthma
Exercise moulee, HO TROUIBT MEILAOD reauRg Standsta Standare S:anddo andand
Medication wwe ooly Startan or Hawe up e or Rabt up Sunwiarg Signtéord o Rate up
Medicanon use, sieral zent {net ixiuding Stendaro of Axte up Standart o Rate up Siandarg Scandard or Rate ug
Adbutersl inbscdder? less than 3 wces sncéar no more s
1-2 eMAFGERCY TOOM ST 11 the past 12 months -
Gral stenads requed = 3 Wmes o7 mxae than 2 (wvty | Dechne Deciing Deciiee e
0 5a past 12 monzhs
“} Attention Dafidt Disorder/ADDIADHD
Ne medicarion or Counsaling, more 1han 2 years Sandard Siarwdars o Rate up Standarg Ssandard
One megicaran Svandarn of A3t upt Standares o Rate vp Seandare Standard o1 Rati up
Mare than ane megicaaat Stanclare or Rane up Standare or Rate vp Surwdad Ssamisrd or Rate uo
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Actions for common medical conditions — Non-rider states (LA & Mt)

Condition
We reserve the tight to rate for the candition andiar medication
use when appropriate A modified rating it determined baied an
the seversty of the conditian and treatment andior prescription
medication cots, dotage, and premium amount,

$1500 or fower

£2500 - $5040
deductible plus Rx

$2000 - $5200
deductible no Rx

$5000 or higher
deductible plus Rx

Atriat Fibrilfation

deductible plus Rx

Single evers, more than 2 years ago Stanuand Szancard Stancard Standard
Chrans or srgoing ireatment Jedin Decline Decling edine
Sinngle even: luss than 2 years age or muluple everss or | Daddie Dedne Decliere Dedine
pacemaker/oeibriliair
Back Sprain/Strain/Whiptash
= 1 year aqo - Complete recivary Swandard Stancard Stantard Standarg
Less thets 1 year ago of net recovered Rate 50% Rate 50% Rate 50% Stardard
Baker's Cyst
Presant ang Symplomatic Dadine Drcline Dadine Standare
Present ard ssymalomaix Dechng Swancerd Stancerd Stendard
#szary o ard no fecurrane Sandard Szandard Stangard Stzrdard
Basai Cell Carcinoma
Present {sdhne Declme. Orezline Dedine
Single strurence. rermoved vetbin 2 years Rate 75% Rare 257 Rate 25% Standari
Single Gecurents, COMplae reEvery Staritiare Standard Starwiard Standard
M;ehmi-; aesyrences, of recurrant, semoved renircless | Rate 25% parmanent | Rate 25% pormarent | Rate 25% permarent | Stendard
af umalrzene)
Benian Prostatic Hypartrophy/BPH -
tradenal Eniding, no symptasss, o Seangard Siancard Standerd Standard

medication usa

Well contrafied on ope mediation

andard of Rete up

Siandard o Rate up

Stendatg or Sue up

Stancard or Rate up

More than one medicatan Dechne Becline Dx Dacire
Progtatecnmy, TURE, TUNA, TUIR TUMT, ar L Stangard Srandart] Stan tandant
iy e o
Biadder infectians (Cystitis)
Less than 4 pox yoar Standant Stangasd Standard
&4 B par year Stanceed Stancad Standard
More dan 6 pes year Decline Decting Daselirne Decline
Breast Cyst, Nodule or Mass
2ot & et 5% Rat; 25% Rate: 25% Standsitt
Rernoveld & benign Srantsard Siancard Stangerd Standard
fresent, pathology unkaown Declpe Daxtina Decline Cecne
Breast Implants
Present Sandard Siangard Standard Stendard
Braast Reduction/Macromastia
Coadition prevent, ro surgery completed Trachre Duclne Dechae Gecline
Surgery < | year aqq, with camphen Sranmied Sqannan Seanrarg
1240vRry
Surgery compictad < 13038 X, With resitudls Rate 25% Rate: 25% Standarrs
Surgery compieted > 1 year ¥, B0 rasuab Siantarg tardad Standary
Bronchitis
1+ 3 cprsodes oy thie past yea, not whacco uses, Stanvird Sxgrwsard Starxlard Standand
COTERE (oYY
s DL yeat 0D e, tantd

3 epsoues @ year, fobazi wser, camplite recovary

jividual

Indivcral

Intiivicue!

(nedual

€
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Actions for common medical conditions — Non-rider states (LA & M1)

Condition
e reserve the right 1a r2te {or the candltisn andlor medhcatlon
vse when approprite. A modified raling i1 determioed based on

3
setenastogy, anly | colansseopy campleied withy

The severtiy af the <ondition s reatment amtior pecstrmnan | 31500 or fower 52500 - 55000 5200055200 | S600D or higher
medicaton cost, datage, and premium amount. plus Rx ible phis Rx ible na Rx d plus Rx
> 3 ppssoties 2 year o Chwonic Bronchitis Declinie Dading Cecing Dedire
Bundle Branch Block {right)
Complete fight, no bacco ase kur fast 12 mantls, Suandard Stardzea Standard Standare
symatoins and weatment iree for last 12 manths, budd
agliatsdle
Bursitis/ Tendonitis
Singie occusrance with complare recovery Szandard Standarn Standarti Standasd
" Singie oceurence, ot tecswred Rats 25% Standarg Stanvarg Swandard
Mutsplr ncourences Rate: 25% Ritier 255 Sranlarg
Carpal Tunne}
Present o zesiduals Decline Uedine Decine Standaid
Surgrcal repair, bl racomry Stancad Stardand Stndant Ssandrg
Cataracts
Present Decling Cetinz Cugling andant
Surgueally cozactad, fully reGaverad, no revicuals Srancant Starclang Standant BECEM
Chiamydia
Prasent or ungies eammEn:, po oiher 3T lesinry Siandad Srardari Standarg Seandacri
omplete recovery Srancacd Send Standard Standarc
Colon Palyps
Present Degtine Ceditke Degiing Dedine
Hioré than 1 emgn palyp remover within the mast & Nigx Ratiag ar Max Rating or K Rating or
yeers during colonoseopy, follew up seheduled every incwigual tcwviduai Inidnal
10 years € i € i Cansidaritit
= banion polyp semoved dus wascogy within | Stancad Stawaro Serdad Standard
2 st 5 years, 50 tolon msechnn, followe up acheduied
ey § yexs
Stz besiga poiyp remose dunnyg coloncseapy, wathin § Max Rating or N Rising; a2 M Ratng o tax, Rating ot
ke past & years ng colon resctian, fdiow up schedulzd InGmoLd incivicuat {nrieduat Indiesdus )
every 3 - 5 pedrs C i [ & < X it
#hare than 1 pohp reenoraxd witlen the pist Decling Cachna Decanr Dackire
§ yeats. Sgically removed ¢not during colkenoscopy)
1 o} cakore wrgcaly senaved or dalew up schetiided
5
- 2 polyps serrareed withs the past § 10 Hax R Max Ratmg or

the | indineal individrat
st 5 years. Feilow up wheduled every 3 - S vears Consi G [« i
Mare than 2 pulyps remaved within the past 5 years, Dechne Gechne Dedire
follew up schedulnd avpry 3 - 5 yeans
Condyloma
Prasont or hiskxy of - No HAV flate 100% Standany Sianmiand
LA 349

Fresent al history of - with HEV R 100% Rige 1G0%
LA LA: Rate £ L4: Rate B4%
HPY underwrtzen H¥V undereitten #PV underwritien
separately wpalery LR wparately
Deep Vein Thrombosis {OVT}
S anticoagulers of § eplsode < 3 monshg Oncline Cetline fecing Dariire
Tepnoce 3 months - 2 yedrs Rate 5% Raz 5% Samifare
Requrrens Deding Cedvr Dexiing
Dapression
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Actions for common medical conditions — Non-rider states (LA & Mi)

Conditton
‘We reterve the sight ta rate for the conditian andfos meditation
use when approprinte. & madified sating is determned based on
the severity of the condition and treatment andlor prescriotion
medication cort, dosage, and premium amount.

$1500 o7 tawer
deductible plus Rx

$2500 - $5000
deductible plus Rx

$2000 - $5200
deductible no Rx

$6000 or higher
deductible plus Rx

Wl contn

i wiith prescription sredic 3tos,
00 Counsaling

Standird ¢r Rate up

Sandacd or Rate up

Stardard

Standard or Rawe up

Cou

ing only, no reedication

Rate 10-20%

Rafe 1-20%

Rate 10-20%

10-20%

Deviated Septum {nasaf}

Frment, asympiamaiic of sergisally cepased Siancard Seancard Stangard Standard
Symptomalic fate 100% Rate 100% Rate ta0% itz 100%
£ 1A ¢ 8455 LA Rate 84%

Dis¢ Disorder themiated, bulging, ruptured)

Present, surgically repaiea fess i § year ago o Decline Dedine Dectinge
wth reskiuas
Asymptomatic for mare than | year with tantard Stangard tindird
surgically cepaived more than | year ago wish iy

Divertieulitiy
Fresent, No Surgery Deching Degline Cedine
Surgery wihin G-2 yeers Dechne Dechne Dechne Dacline
Surgicaly corecian > 2 years ago Stariand Sremdart Stantiard Standasg

Diverticulosis
#rasent or with history of dhwerth Dedline Degcling Dedine
N Surgery

ngqm_- within 0-2 paists Decina Declina Desling Ladine

Surgicaliy corraciad » 2 yeats ago Stavdrd Stenicard Stardard Standarg

DU - Paramed Exam s requdrad

Single oceurence, wahin § years

Rate 309 - Declne

Rate 3% - Dedline

flute 30% - Declina

fate 30% - Declin

Sngle ogcureence, maore than 5 years

Stancard

Standard

Starcard

Standarg

oo, withn § years

Cuilne

Cexline

Deding

L paGtes, pvee than S g

teatrnky

Breradual st

gy st conwderation

Ear tnfection (Otitis Media}

< 3 it the past 12 moms Samiard satitiard StanGad Slarddaig
3 or more in the past 12 manths Dadline Decline Dectine Standard
Tubies fresant Rate 3% S:anard Stancard Stardard
Tubes na longsr present, N0 recurrente Szandard Stancard Stargard Stardarg
Eczema
Present o: less than 7 years gnte syngiomat Stanitard of Rate up Suandaid of Rate up Standard Standard or Jate up
> 2 years since treaumint of syrngianms Suansard Arandard Stardard Standarg
Endemetriosis )
#resent a7 within S years of weatment Dadline Decine Degline Dedine
> 5 years sice sym;yuims [CRHTHAT Standard Sianiard Standard Standard
Surgery « 3 yoais 399 e Decine Dedhine Standang
Sttty > % yeans aga Lrangiand Stangan Stantlird Stanag
Eniarged Prostate - See Benign
Prostatic Hypertrophy
1 Epilepsy, Grand Mal {Genearalized}
Sernee witdan past 2 yoars 2 Duclina Oextine Dediae
List seiqune o 2 wears 800 Staneird or Rale up Stangiaed or Ras up Standiard Standat or Kaig up-

Epilepsy, Petit Mal {Senevalized)

Sewure within past & yrary

Dedhing

Cecline

Last sazuse > 2 vears 200

Standard or Rate v

Stardiard or Rawe up

Standard or Raw up

Epilepsy, Ternpural Lobe (Partial)

29
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Actions for common medical conditions - Non-rider states (LA & M!)

Condition
We resesve the right 10 rate for he ondition andiar medication
use when apprapsiate. & modified rating it dezetmiced based o
the sevarity of 1he condition and treabment andior prescoption

31500 ar lower

$2500 - $5000

32000 - $5200

$60008 or higher

i ddicnal tating
for macs

and adetionsd sating
ior meds

ane xsdivonal ratmg
for mads.

madication cost, dasage, and premium amaun. thle plus Rx e plus Rz ible no Rx | ded: plus Rx
Seure < § yeat o Dindine [edine Deciine Dedine
Seizure > 1 year ago Stancerd ot figte up Stendsry or Aate up Slacadard Standard or Rate up
fibromyalgia
Pzesentt of history of Dachne Dedine Oecing Dedine
Fractyres
- Poseat - Mo fattion devite Rate 75% Standard Stendart Stendaun
Prasent - with permanent lixanan devie Stancard Standarg Standard Standacg
Presant - with temporary fxstion device Dacline Dadling Decine Gecine
Recovered R releasedt fram care with nu faztan gevee | Swnderd Standstg Stardard Standacd
& permanent fxalion device
?e overed, reasy from care witls tereporary Detbne Cedine Decine Decine
2o e
shologeal Dgcline Cedlie Deciing Degire
Ganglion Cyst
7eSENt B SYTRpIOMANIC Rate 25% Handas Standarn Stamiare
Suprgicaly moved, ssymptomatic of hissery of ang fuancerd Sandarg Sandard Standard
resolved
Gastric banding - waight loss surgery
Lap b wemoved, 10 tateable DutL, waight misrsar Seancard Standart Standiard Standact
foe nee yoar
gt 0ana removen, siteable build, or wsight lass gt Dt Celine Dt Dedire
maniaines i one
Lag Beno praseat Dexlion Dectineg Decline tine
* Gaslre Bypass { Gastree Staplng Deciine Cedne Dachar Dedira
GERD {reflux) ~ see Acid Reflux/GERD
Gestatinnal Diabetes
« w15 360, tift controlind Gunag praprancy, Hare 25% Hate 25 e 25% Fawe 25%
2B reQuirenca
> 5 yrs g0, dint conrolind Gurinty piegrancy. Seancard Stendard Standand Standars
g requnence
< 3 yis ago, conmralind with insiin minng preg Rate 53% Raie 50% Raze S0% Rawe S0%
A2 JRLLIERCeS
35 3 200, 1onbabiet vath s GUHRG pregraney, Rate 5% Rate 25% Rite 25% Rewe 25%
A cagurante
Haszony of, 00 glucost 92 folkwing pregnancy or Duzline Detline Duciing Dedlire
alucose tevels did ros resum 10 aumal
Glaucoma
Sympromane, bt i Fagncsag Rawe 25% for cont fiate 25% ov condivon | Ra: s for conowon | Kaw 25% for candition

206 addrional rating
it meds

fresent, vl contslind

Rating

Raung

Standarti

Aannay

Peesent, nox controked with or without megic

Dechne

50 for

it
ngt ratieg i
medicalung

Rate 50
tar aweds

L NG AChon

Hate 30% &nd
Sdinionad raung for

mefiasion e

condiion, antt
adeyionat rating fir
MEGIEINONS

COUEIIN, 110 ACHON
far meris

# no medatinrs. 1 nc medicatinms, Sanelared il no medicarions.

Stangaed. Sterdarg. A,

Med:caten ose: Rating | Medication use’ Rating Mgz 1ot tise. Ratirg
Surgically cosracied m ane eye” with of without Dechog S0-25% rating for Rawe 5Q% tar Rae $0% end
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Actions for common medical conditions — Non-rider states (LA & Mi)

. Condition
We reserve the right 10 rate for the condition andlar medication
Use when approptiate. A modified rating is determined based on
ihe severity of the condition and rtcatmens andiar prascripn
medication rast, dusage, and peemiym amount.

$1500 or lower

$2500 - $5000
deductible pius Rx

52000 - 5200
deductible no Rx

$6000 ar higher
deductible plus Rx

Surgicaky corsacted

deductible plus Rx
S )

Ste

St

St

Gout
Presnt or within 2 yesrs of sympzoms o weiment date 75% Rate T5% Rate 75% Sterdard
Racavered ana e fom fist syimpioms. Stansfard Sranciacd Stancard Standari
o lrpamment > 2 years

Grave's Disease - See Hyperthyroidism

Guiltain-8arre Syndrome
Presant or < 3 ypars unce recovered O rasigusl Dadline Decline Dedine
disability/pernranens inpairment
> 3 ysars sitice ;ecovnred, aa disabidty, minimal Rate 25% Scancard Stardiare Stondard
weakness, no 1elapse

Gynecomastia
Pregent Dedine ie Oetfing Ceding
History of, complete recovary Ssandard Standard Stargard Standard

hi s Thyrolditis - See Hypothyroidi

Heartbun; - SEE ACID REFLUX

Heart Murmur Diastolic
Functonal/innecent, Grade { or & - Systolic Sandard Sta Starcard a0l
{rganic, Grade 1 or graaer. Dacline Decline Dechian
contnusys - Diastoiic

Hemorrhoids
Prasent, aymptas Seawand Siantant Standard Stanisrd
Presant, symplomaic Rate S0% Standarg of Kaw up Swedard Stardarc of Rate up

'] year unca ymploms ot surgery Stanaacd Siantard Stanicand Starta
Hepatitis A
> B moihs sinep wearmen: vath Szamiard Standtd tancacd Srandar
nomna; dver 1ests
Hepatitis B
Cairner Dautne Cechine Ducliene Tiedine
Presant or < & monihs SiRc2 weatmen: Dackne Deadine Declne Dedine
Oshers indivdod ¢ Indivaduat consx tneiichut Ingii
Heria
Present, all lypes other than Hiatal Hersea Cucline Duchne Duding
Surgicaliy repared. with conpiere recavery and Srandard Sianeard Stancard Standard
n0 2sicuAS
Hiatal Harnia - see Acld Retlux/GERD
Herpes
QTC rnedicat:on Standad Srancard Staridard Standart
Presorpsicn mediaton Zrandhivd or Rate up Ssaesard or Rate up Sgantiand Standard oc fate op
Herpes Zoster {shingles)
fresent noard or Raie up Stangard of Raw up tnGard Standarg
Cormplinte reconry, g medicaion Rartiard Stantiard Stanard Standure
High Blood Prassuve/Hypertansion
unddrwiitten based on age of anset, stahility
and comarbidity
Stable, average rendings 153/50 of lss, na athar Seansiord ar Rate up Stancard or Rate up Starcad Standaret or Raze up
I~ eariag a5k factors, conteolled with medicanon
High Blood Pressure + $0% Ratable Build
Dackoe Ol Dechese Decne

31
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Actions for common medical conditions -~ Non-rider states (LA & Mi)

Condition
Ve reserve the 7ight 1a fate for tha candition antfor medication
vte when apgrapriste. A modified rating i determined bazed an
the severity of the candition and treatment sndtar prescription
madication cast, dosage, and premum amaunt,

$1500 or tower
deductible plus Ax

$2500 - 55000
deductible plus Rx

$2000 - 5200
daductible no Rx

$5000 or higher
deductibla plus Rx

High Blood Prossure + Ratable Build + Tobacce
User

L Deciine Dedies Ceclne Dedline
*1 High Blaod Prassure + High Cholestero! controlted
with medication
Stancad of Rate up Stendarg o Raie up Standarg Siandars or Rate up
High Blond Pressura + High Cholesteral + Ratabls
Bultd
Oeclae Deidine Bicine Ducire
Righ Blaod Prassure + High Cholestero! + Tobacco
User
Decling Cedine Decling Dedine
High Bload Pressure + Ratabie Build + Tobatre
User
Decling Cerhae Ueci
High Bloed Pressure + Sleep Apnea
Dahne Dedine Leciine Ledine
High Cholestero}
Lipid panel resilis wishin normel bmits, compiiant with | Stancerd or Rate up Sterdard or Raie up Standard Standaes of Rate up
fetiew up
High Cholgstaro} + Rateable Build + Tobaceo User
Declion: Cedine Decling Dedine
High Cholesterol + Rateable Build + Hypertension
. Decline Dechne Drecing Dectir
Human Papitfoma Virus (HPV)
LW UK - O3 CONGYINNa Sanciard Starnze S@nma Standire
High risk Dedline Cedine Ceciing Dedine
Hyperthyroidlam
Present - untraied Oecline Detline Becing Dadire
Pregent - wreted with smekcation Ra1e 25% or hegher Standarg Standaic Swanilard
Hypoglycamia
Faaent, Ioilow op teonynegded Dachw Dudime Dating Buiire
frresent, o history o, diat contecdled, Standard Siandarg Standara Suandare
916 Folkawu) recims
Prasent, treaied with mecication Dedine Dedine Decing Dedine
Hypothysaid
Present or fustory ot Sianeerd Standarg Srendad Suandud

Infertility Traatment - male and femaie

Lutrent ey Srug treatimen:

Dechoe - antire farmdy

Dadline - extwe farndy

Deciine - exire farsily

Cedine - entire farily

{amily planrunng cemplete

Last reaument with infendsy drgs = a year withowz 2 | Dedding - entire family | Cechine - entire bawly | Decing - entien lamily | Decing - entire farnily
i i)
Last reat with infertiizy drugs with a e birth, Seangtaed daer Siandan Sk

151 URalrn ith infurtibty drugs with a five nirsh,

farealy plansng o 501 wymplete

Dacling - ontire famity

Declise « entire famy

Lecing - antire furily

Decing » entire Ly

L8 pea with V5, ZiFY, GHT c athers, famity
plarseny cormplete

Seanrard

Stand¥g

Staedare

Standag

Last treatn:
olsnreng is nat

th 7% ZFY, GIF§ s othars, famuly
amplete

Dadline - entire favmity

Cedine « paure family

iocine - antice lamily

Dedine - entire family

Insamnia




161

Actions for common medicat conditions — Non-rider states (LA & M)

Condition
We reserve the right 1o £31e for the condition andlar medication
ute when apprapriate. & modified rating is determined bated on
the severity of the condition and treatment andiar presceition
mecication cast, darage. ¥ premium amount.

$1500 or fower
deductible plus Kx

$2500 - $5000
deductible pius Ax

52000 - $5200
deductible no Rx

$6000 or higher
deductible pius Rx

Tr with meditaton

Seancerd of Aate up

Standard tr Rate ug

Standart

Standard or Rate

irritable Bowe! Syndrome

Treated with OTC megicrion Srantdizrd St T Standarg sndarg
Tragzad with madizatan Sancard or Rate vp Stendart or Rate op Standary Standace o1 Rate up
Treated with nor- Gt prescrpmon medication Standard ar Rate sip Standarg or ke yp Standarg Standare or Rate up
TP {biood disorder)
Chile lc«r}r\. comglete recovery, platefer count resuraed | Suancerd Sandarg Standarc Standarg
to norma
il foerr, prasent Dedine Catline Decime Degire
Aduit form o7 chronic, less than &0 years of age. mote | Rate 25% Rate 25% Rate I5% Hawe 25%
than 3 yasrs Unce weatment ard 3 Lomplete recovery
Adult form or chramic, morz than 5 years sice Stmezed Sendard Standard Standaris
112atment ang a compigte recavery, na Cutfent
teaument, nosmal platalal Gaunt
igim leplacemennt
)I{p repluced Declinne Decline Dedine
¥oee Reptaced Daciine Dacline D
Shauldies raplicen 0% Stamchg
LA Rate 84% A B4%
Kidney infection/Pyelonephritis/Pyelitis
1 episu thin 0 - 3 Rate 25% Standari Stendard Standaxg
1 mpiseue > 3 years iga Seandard $iandarn Sandaro Standara
2 episices, < I years age Deding Cuchine [eciing Supdarc
2 eprsuties, 25 years ags Rate 25% Standarg Standare Standarg
2 epistes, > § years age Stansaid Slandard Standarc
3 5 more episdts, 1egardless e frerng Dexune Crechins
Kidney Stones
Present Dedine Cecline Decine Dedhine
P358e(E - 41 it5 DWN 07 Surgically » 2 years Standard Staedarg Standarg Srandarc
>3 episoues Dading Cieclisie: Gedine Deciine:
Lichen Planus
i introanom antacks Standard 130200 Stantarg tandaet
Frequent of severe attecks Rate 25% or [F32] Rae
Lipoma
Prasent, asympinimaiic, 1 irgery anticiates Santard Standard Standard Standarc
Peesent and symptamatic Hate 75% Standara Stardarg Standare
Lyme Dis¢ase
FEETTT or treasvent corapleted less an De: Becline Decane Detine
$ months age
> & months s:nce recavery Rangard Stendard
Macutar Degeneration
Dy or wel Dichsie Delive Deciing Decine
Maniora’s Disease
Preugnt, conhimed diagouss, stalie, curen or bivtoey | Standard of Ratny Standara o Rasng Standary ndatt
af med e, i oagaing folloveup o rearment
Dechme Detlize D Standares

Prasent, confurned diagross, stabde, turrnt o Bistory
ofmnd w2, angong folles-up oF treatmn:
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Actions for common medical conditions — Non-rider states (LA & M)

Canditiop
W eeserve the right 1o rate for the condition andiar meditation
st when appropriate. A moditied rating s desermined based on
the sewerity of the condinian and treatment andiar preseription

51500 or fower

42500 - $5000

52000 - 55200

$640D or higher

medication cost, dosage, and premium amount, ded plus Rx | deductible plus Rx | ded no fix |} ded: plus Rx
Migraines
rial (s 3 eprsodes yeedy) treaied with C1C Standard Swnuad Standard Stancerd
= d episcues i the last 12 months, o severe. Workup | Rating Rating Siandard Ratirg
completed. sympioms controlisd with current traaument
2 A episories m the last 12 months, No workup D Dedine Deckne Decline
complates
Prescripian medication Standare or Rae up Sangard or Rate vp Swandard Stangerd ar Raze up
Misearrings
1-2, 60 underhing cause Standa Stanmiard Standard Stangiard
> 2, 02 b e delveries Rae 30% Rate 56% Rate 50% fate 59% .
History of with bl term dulivery Standand Siandard Suanrard Stancard
Mitral Vaive Projapse
Pedy sympton: o ealiman Standart Staatigrd Standacd St
#iid symgroms cantralient with ane med, ne other heart | Standars or Rate up Standard or Rate up Stanctard Stanterd or Rate up
SiRue
Mottuscum Contagiosum
Prasent of complate recovary < 1 year Sandaid Sranpard Stancad
Complete 1ecovery » | year Srandacd Standard Standard Standard
Neghritis/Glemeruloanphritis
Onee eLBCEes > 3 peals 4w Smangand Standard Stancard
Cne eprsade < 3 yeas 3go Deciing Deching Deciine
Dsteoarthritis
Fraseat, anfy OTC rnuds, rio PT o OF, no shauiter, g, ivdand Fandad Stanciaid
pehas, back G spit, ketee nr ankie reaakenen
P, a e T eacopt OTC mnads, no shovlder, | Rating Rating Ramng Rahng
tup, pebay, bk ar spise, knee ar ankle invaivempnt
Faasent, ragarrdess of sreatmant. wAth shoulder, hip, Dedine ckne Degiive
pelvis, bk or spite, kree or ankie mokemens aog
ot eplacemant
Jond yeplicarny
Jars o Ritte up Stantbard or Bate ug Stanéard o Rate up
o I o paria,
no fracires or Jexa wans done
Cragresis of Qstecaoraws or Gsieoperda with or Kainimu tate of 25% Rate 23% Stangard of Az up
withou? mecscation use, Dexa scans stable o7 improweg § + pharmacy rating if + phir
an meds, of S0% Aaie { on meds, or 5% Kate
if not on meds # 1ot on mens
Prises, wevinn, histary of pathokgic fractures, Decline Decline Orckne Dadinz
cepphng, Dexa sans wan
Qvarian Cyst
Present, asysopranmand Standard Standare Stangard Standared
Syruntomitic Pate $N% Haw: S0% Stane
Ferioves Standatis Swendad Sapdard Stancerd
Pancreatitis
Fhistory of avliack, no unconymeg Cause, sesoived Incividat i .} inoividuai ¢ indivitiual gl conser 21i
madical reconts medteal e nerdkodd resoids medical records
requTes sequired renuked Tegures
Chrom: 0 recutretst {reciing Dadline Deckee Duddine

Pap Smear - Abnormal
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Actions for common medical conditions — Non-rider states (LA & M)

Condition
e reserve the right (o raze for the condition andior medication
e when iace. & modified rating i i

the severity of the eandition and treatment andior areseription
rovedica tion cot, dotage, and premivm amount.

51500 o7 iower
deductible plus Rx

$2500 - 55000
deductible plus Rx

52000 - 55200
deductibie no Rx

$60D0 or higher
deductible plus Rx

ASCUS, no bigh psk #PY, Class 3 or Chass 11 followed | Stancard Sandard Swndard Seandard
by ona aormal pap, Loss 1V, weatad, iodawned by thee
ncial pap sars
Pivlebtis
Cuaant us of Yoot thirners Dedine Dedhne Deciine Decice
{ne episode. <3 months, <omplete recovary, Hate 25% Rate 25% Rate 25% Swandard
N varicose ving of 2gem
Oré episade. 3 moniks - 2 years, complere f2Covery, Seangard S1andary Standarg Srandard
A0 VEIC0S2 Vens of eema
Recurrent epissdas wittun 0-2 years Rate 25% Rawe 25% Rate 25% Standare
History of -2 2 yers ago Santiand Stasdi Stendand Standare
Varcose Ve - {tee Vairuse Veing)
Pnaumaonia
Preseirt Dedine Dexfine Ceciine Decire
Lomplets recovery Sancard Standard Seandard Siandarg
Prostatitis
One episode, hull recovery Standard Stardarg Standud Siandare
> Ore episode of chroric Rate 25% Rasie 25% Ratn 25% Aate 25%
Prosthesis/Prosthetics Device
Sea Amputation
Pyostate - Enlarged See Benign Prostatic
Hypertrophy/BRH
Fsoriasis
Mild symptams, OTC medicad Stanbard Stangard Sundard Siandard
7 treatvent
M 10 coonerane SympIONS, CONGRVALVe Unatments, Stangard o Rame wp Stardars ar Xate ugi Standaro Seandac or Pate ugy
nclubng prestrnunn 1pal gens
Saverts symptom:s requicn ication wich 35 Drching Deding Deciing Dudire
Enbrel, Renvicade, Suttasaiazing, gold therapy o
howexaze
Use of tanning bec only Stancard Standarg Stendad standarc
Usit of UVA/PLIVA light At 3 medical facilry Standard Stendar Stendard Standere
Psoriatlc Arthritls
Al car Diadine inckag Cecing Dechte
Pyloric Stenosis
Prasent Decline Geding Dediing Dacfire
Suegirally corecing with complete woovery Seamiard Standars! Siasfarc Stundare
Respiratory Syncytial Virus {RSV)/Brondhiofitis
- § ar history of, < 2 years at age, Synapss/ Onetme Detfine Decing Dutding
Patvrzumab use
> 7 years of age, Lasr occurrenca < 1 vear 2o anc Oedun fech Decling Deiire
SynagisPafivizumab use
>z 5 0 age, Last occuerence > | o ago, 1 tancrd Suzndare Standary Srandare
medications for > 1 year. Compiete recovery, no ctha:
sespiratory COnGizuNg
Restlass Leg Syndroma
Mo madicalion, sa restment lor 24+ yeaes Stanéard Standard Standard Standaret
Tonuolled vath medkaton Srancard or Rase up Standarg or Rate up Standarg Scandare ar Rate up
on ros nuled | Deding Dedline {lecine Becling

Dagnasis not confiemmed, secondany co
out

Ratinal Detachment
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Actions for common medical conditions — Non-rider states (LA & M)

Condition
We reservy the right o rate for the condition sndfor meditation
use whedt appropriate. A modified ratlag is determined based an
the severity of the condition and teeatment andfot prescription
medicatian eost, dosage, and premi ‘.

51500 or jower
plus Rx

$2500 - $5000
deductible plus Rx

£2000 - $5200
deductible no Rx

$6000 or higher
deductible plus Rx

2P LA Rars BA%

xepu L Rate S0%

fxeept LA, Rate 50%

Prasenz Daciine Oecline Deckne Dadine
Surgic ally corict < 2 years Rate 50% Steniaed Standari) Stanghind
Rheumatold Arthritls
Decine ecine Decline Decing
I Stoliosis
Presss, no surgary, wadar age of 20 Dxcline Datkne Define [recting
Prsent, aver apaof 22 Srandase Swtard Saniard Standard
Surrery complatad, tod i place, fult recovery Srandar Stangard S:andard Standard
Ry cardiac, putmonary ot spinat cord ¥nslvernent Oecine Dukne Dedling
Sinusitis
< 3 episodasin the past yoar o2 chrang Standir Standard Standard Swundard
3 -5 episoces i ke past 12 nemiths Aate 25% Standared Standas Stanviard
> 6 ggrsades on the past 12 months Rae 29% Rate 26% Rate 25% Stancard
Sleep Apnaa
Corsrotled wazh CPAR Rate 15G% Rawe 150% Rate 150% Stanciad
LA Degline L8 Lasine LA Decling
Surgkally Correcien Standars Sranfard Stangard Srancard
Sleap Apna + Hatidie Sudd Oxtine Darling Decfine Declisa
Steep Apriea + Tabaco s Dexire Dadline Decling Dexfine
‘Heep Apnea + Hyperiensne Deding Dedine Decline Duddine
Cemtra or bived Daciive uckoe Duikne Duclizie
Spina Biflda
fnging, asymplomang Standarg 314 Szantard Standard
TRV - Syrngionaii; Jerdine {sling Decleng
Manmifesta Dischine Teckae {ledme
$pinal Manipulations
L Q-3 vigrs per year Standacg Standard Siancard Sandard
6 - 10 wisits par yuar Standat Stuntiard Stendant Stanciard
- 15 vists per year R3:e 50% Sandard Handard Stancard
IR - 20 vasizs e yoar Ry VR fate 16% Rate 15% Stancard
2% - 25 visits er yaar Rate 75% Rate 5% fate 15% Stangard
Except: LA: Ratg BE% | Except LA Rate 28% | Excepl: LA, Rule 25%
26 - 30 wans per yosr 23t 75% Rale 15% Rale 15% Standard
Txeept LA, Rale 84% | Daept; LA Pate 40%  § Except LA Rate 40%
3 - 35 vigts oer year Pate 15% Rare 15% Rae 15% Standiard

3b+ visits pee year

Bate 75%
Exept LA Dethe

Rate 15%
Except: LA Rate 75%

Hate 1595

rasnsnea I EIMAnt, 18 ather cardivasiular disrdars

Stents

Heary Decline

Other locasan ndradual tndividual
Tachycardls -

bip azeksin past 12 m 3 Aate 25% ar hgler faie 25% ar bighes Rite 75% Sto-Rate

conrclied on edic 10 coret Atacks and

syrapstoms, 3wy other cardrwviscutar diordas

5 3 antacks per yer, < 1 y2ar snge last anack Dexiing Dade Deckne Dechne

a3 Atk 13 o si catack. prorept | fate 7% Ram 753 Rate 7555 Rawe 75%
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Actions for common medical conditions — Non-rider states (LA & MI)

Condition
¥re reserve the fight 10 rate for he candition andiar medication
e when appragriate, A madified tating it determined based an
he seventy of the tondition and treatment andiar presteption
medication ¢ort. dosage. and premium amount

$1500 or tower
deductible plus Rx

$2500 - 5000
deductibie plus Rx

42000 - $5200
deductible no Rx

$6000 or higher
deductibie plus Rx

< 3 atzacks per yesr, > 3 yuars snex fast 2llack. prompe | Saniserd Stendard Standard Sandsiet
£REPDN 10 trdaim 0 clhe: ariovasin Gsorders
Tehers Deling Cecline Cucime
Sugicst ablaton € & months égo Dedne Dedifie Deciine
Surgical sblation » & manths ago, ao redudls Scangtard Stendair Standarg
Tendonitis - SEE BURSITIS
Tonsiliitis
Lizss than 3 pur yeir Stanoard Starhini} Standare
2.5 per yest Dedine Standarg Stendard Swandare
>3 per yeat Dedline Decline Ceciing Standard
Tourestas Syndrome
Simpte $i5, ne behaviars] sardws Stantaed Stewsdart Starwdard
Lontrsllad with etk atar Sancard or Rate up Standard or Mate up Stxndaed Standad o Rate up
Onabiing, Dehavioral sssues, surensve psychotharapy Deding Decline Dacine Dedire
Tuberculosis
T infectian without dseater + skin tes!, negabve Siancarg Srandard Standard Srandard
rateriglegi Stules, negatwe (hest xfay, no di
addence of actne TE aisease, Prophylactie drug sherapy
corpiied > 6 monta ago
k] Dectine Standasi Standan Seandarc
bacteriviogc stuties,
evdrance of scine TB
of praphylacts drgs
lear (Peptic}
s aiinnss, Complels recqvery Stangad Stendars Stendard Seardary
Hrstery of bhieditg or pertoration ess than 2 years age § Deston Dexting ine
¢ episaeas 2} hleeomg © Ex
hiag or perforatian > 2 yeats agn, | Standard Standand Standard andar
ted > 3 yeans ago
Uterine Fibroids
Post-gniopausal, no HRT, asym Stanas Standand Standang Srantaed
frgbimecTermy oF hystereclomy completed
Uthers Dechrse Cedling Dieciine Qeciire
Vaginitis
Qve gtturence - comglate recovery Sanczrd Stendard Standard andarG
> 1 poeurrence, < 1 yaar snce lasi cacurrence Hate 2%% Standarg Swandara Sungdarg
Varicose Veins
Pre no fations for Sionead Stendard Stenda¢ Srandato
traaiment
Prasent with wicer Deding Cedlina Decsine Dedine
Trziad wath o, sinpping or schuethesagy, Rate 25% Standard Standerd Srandard
TedeErery 60 symstams o realment <iyr 5g5
Trestext vathr iz, s o slerothetapy. S rcovery 1o § Sanesand Stendartd Sandard Standaru
FFNDRITS A S 1y g
Ventricular Septal Defect - APS REQUIRED
Repinted = 1 yeor 200 omplese recavery, ntsmal Santard Standare Standaré Srandarc
cardiag axam
Prasent of repasec with symptoms & shaoemat cardsac § Dedine Dechine Lieciine Cecire

e
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Actions for common medical conditions — Non-rider states (LA & M1}

Condition
We reserve the right to rate for the condition andfor medication
wix when appropriate. A madified rating is determined bated on
the ieverity of the condition and treatment andfor arescrption $1500 or jower 52500 - $5000 42000 - $5200 56000 or higher
medication cast, dasage, and premium smouns, deductible plus Rx | deductible plus Rx | deductible no Rx | deductibfe plus Rx
Woight loss medicatian use
Use ot any ‘M:igixg toss sreciication (oiked than Xenxalp | individugt fudkiguat fadivicsnt indiviiua
in combination with hyperension o catiar issues ingrastion medicai iteration medical i inr: medizal ion entseiic
fecords renLired TR fEQUieO eroids reguirest r2vords raquired
Cantirusous use o any waigh: loss medications for mare | Ddackne Dedine Dedine Decling
than one year
Al other seenarios ar Xericat use in combinian with | Standard zatidari Atonutard Standare
hypertension of cardiac disease
Weight toss surgery - Gastric banding
Lap band removes, 06 rateabls build, weight Siangard Suancard Swnterd Standsrd
mairiained for qne vear
Lap Band removess, rateatle buikd, o weight lass not Dedlina Dechne Dacling Beactine
marsaned lar one year
Lap Bandd presany Decline Dexlinia Decline Cedine

Actions for cancer

The foltowing grid includes possible underwriting actions for appiicants with cancer history. This is not an
att-inclusive list. Medical records are required for alf cancer history, regardiess of the original diagnosis date.

Eligibifity is determined based an the underwriter assessment of compiete medical records, confirmation of
compliance with all physician recommended foliow-up, a current physician assessment of the condition,
supporting stability and no recurrence of the condition. Treatment for cancer may be defined as: office visits,
préventive maintenance medication, screenings, monitaring, diagnostics, and lab work.

Candition
S¥E reserve the right (o raie fo¢ the condition andiar medication
ute when sppropriste. A madified rating is determined based on
the cond! weatment and 1

51500 ot lower

$2500 - $5000 52000 - 55200

56000 ar higher

medication cost, dasage, and premivim smownt. dedudtible plus Rx plus Rx ible no Rx ible pfus Rx
8asai Celf Carcinama

Fresent Gecline Deding Deckne Decline

Singln sosurrencs, Comy TOCOVETY Stangars Srancisd Srandard Standan

Muinph: o2
{emyardiess o} e

saQuiren, semaovait
2ne}

Rate 25% - parmaerent

fate 25% - parranent

Rate 25% - prnmarnt

Breast

Htaga 2, >4 yrs from treatmant

Al states eacept Fr
ane U Rate 25%
H1: Tobacco wser -

ingdranuat &
fL: Ses below

Nistaes gxcept £l
ane UT: Raw 25%
UT: Tohaceo wser -
indwviduel cond

All states excapt £L
ans UT: Raze 25%
U Tobmeza user ~

UT: Tohates usar -

vidval

fL: See ticlow e bsiaw

indsidud
FL. See beiow

Stage 0. x 2 yrs from sreatment

R ortly. Raung of caser
ree for 27 voars

: Ratng i car

X 4 only. Fatng if cances
fiee for =2 yewrs

fren tor = 2 yours

FLonly. Raoan if cancer
freedor w2 yeas

free o & 3 yats

free for = 2 yens res far 2 2 pears

tage 1 > 13 yes droon treaines Al states Al sateg Al states
Rae 25-50% Rite 25-50% Ratiz 2!
Stage 1, 2 2 yrs from yeauman: L only: Rating <f cancae Ratng it cancer | L anly. Ratwg f carcer | FL ordy. Ravng of cancar

fraw for = 2 yoms

Exceptnn

Deding

FL unily. Excaprtion

» 2 years cancer bee,
150% rating apgiies

ectine

anly. Eacepiion

= 2 yoars canier Iree,
150% 15ing apphas

canca Frae,

Dexhifre

FL oaly: Excepaan

x 2 yoars carker free,
153% rating applies

8ladder

Stag2 . 10 years b veaiman

e 25 - S0%

Raw 25 - 50% Rate 25 - 50%

Rate 25 - 3%

> 10 years lrom dedteen:

Indiwidiat

Iredwiduat

taagat

IrtiAcLal
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Condition
We reserve 1he sight 1o rzte for the wndition andlor medication
use when appropriste. & modified rating is determined based on
the severity of the candltion and treatment andlar prescription
catit . dosage, and, 2

51500 or lower

§2500 - $5000

deductible plus Rx

$2000 - 55200
deductible no Rx

56000 oz higher
deductible plus Rx

Cervicat

deductibie plus Rx

Stege C {rarcinomsa i situ), > 3 years o esiment

Rae 250

Raw 25%

Rate 25%

Rate 25%

Sage L, 141, 1A2, [8), 82 {ymph nod= removed), > 10
yes frarm vesiment

G0 25 - S0%

2tz 25 - S0%

Rate 25 - 50%

Rate 25 - §0%

SwageiA, A, ilA, IRA & VB, > 10 years ago Inciviceal indhduat ¢ Indradsl tion | indiedual
Colon
56308 € 0f CINGIG it sk, 3+ years o tegument Rate 25 - 50% Rate 2% Rate 25%

Stage tor Duke's &, > 5 years rom trestment

Raz 25 - 50%

Ratee 35 - S0%

H#ate 25 - 50%

Stage & or Duka’y B, > 12 ymary from trasimant

Rele 25 - 50%

Rate 25 - 50%

Rate 25 - 50%

Rate 25 - 50%

© i 0r IV, Duke's C or D, > 10 years from treatment

Ingivgual ¢

tndingual cons

individuat

ndivaudl wnsiteratin

Kidney

o 10 years om weatment

Saage 1 & i, rorme! kidoey functon, > 10 s rom Rate 25 - 50% Rate 25 - 50% Rate 25 - 50% Rate 25 - 50%
weazenl:
2 1 &Y absarmal kaney functics, ncividual orsid: hdtvadual indradual daezt nefieduat consigsraton

Sage it &V, » 10 years Fom waauvien

incivicyal corsidaratisn

gividuat considasatan

indnodusl Conswkersian

indedual congreréian

Melanoma, localized

Clark's Laves i, 3 & IiE - 76 - 1.5 rom thick, > § y=ars

Rate 25 - 50%

Rate 25 - 505

Rate 25 - 50%

Clrkslevei i &1t > U5 mm thick, > 10 years

{nrivicsal carsidaration

i consdaratin

ingly

1l consasarazon

tnddedoal consittes

Chel's Leved 1, 11 & 8, < .75 v thick, > 3 yaars

Rate 25%

Rate 25%

Rate 25%

Rate 25%

Clark Leve! £ £ & 16, upkean thicknass, > 10 yesrs incivithal ngiduat considan indwidual ) 0
Clark fevel IV o 3 > 10 years intivitsual oo fadivguai Iesiizdiat ¢
elancems In Sy, > 3 y2ars Rate 25% Rate 25% Rate 25% Rave 25%
suhipte Malignant Meinerna, o 10 year nciitival Individheat consideration | inifiduat diviruat
Osteoid Qsteoma
Remivas wath completa recovery SRndaG Stendere Sandard Singaed
Prostate
ge | or Gleason score 2 - 4, > 2 yaars Rawe 25% 578 25% Rate 25% K3te 25%

Glrson Soore §, > 3 years

fase 25%

Razz 20%

Rate: 25%

Rate 25%

Suage k ar Gleason Score 6, > S years

Aate 29 - 50%

Rate 25 - 50%

Rate 25 - 5G%

Gleason score 7, > G yadrs

Hxe 25 S0%

Rara 20 - 50%

Rare 35 - 5035

Rate 25 - 50%

Stage B of Gleason Seore § - 30, > 13 yvears

Ritet 25 -~ 5%

Raze 25 - 50%

Rate 25 - 50%

Rante 25 - S6%

dree of sumar

b-';:;;a T or Recurreny, = 41 yaars incicuat o hdmduat i fndradust deration | indnedual
Skin, Sarcoma
Adult
Stagel, Gl or G2, T4, > 3 yaurs Ras 25% Riste 29% Rt 25% Pne 25%
Saged, GFor G2, T2, » 30 years. Incivitiual consid Faeiadual corsideration | bdmduat cansd wdivdud conuderaton
Stage , kit oriV, » 1 gaars [ngividua ¢ Piikadial indwidual coansderannn | ndvedua o
Under age 20:
Qroup > 3 years Rate 25% Rata 28% Rate 25% Rate 25%
Geaup B, » 5 yeary Kaie 25 - 0% Rate 25 - 50% Hatn 25 - 40% Rate 23 - S0%
Graug B, IV or Recarent, » 10 years fridivigte consid draduat ik | tdnaisl corsideration | indsddual wondd
5kin, Squamous Ceff
Srosent Dedine Cacline Desiae Dedna
R, Single wecurtence, complese recovery - margns Standarg Standare Seandard Seantiardt

39



Actions for cancer

168

Condition

L datage. and

We reserve tha #ight 1o rate for the condition andlor medication
e whe A modified mti bosedon
the severity of the canditian and treatment andior prescription

" L

54500 or lower
plus Rx

52500 - $5000

plus Rx

$2000 - $5200

ne Rx

$6000 or higher
deductible plos Rx

Muktiple acounences or recurrent lasi removal
< 3 years 2gw

Bacies - 2

Rider -

Fadex « p

Buder - pecmatient

Multipde e urrences of recurrent, kst remaval Rigey - peennang ier - QEHnan Tides « perrsaner; Srandarit
= 3 yaars ag0
Dewp Tumar: imeaded musly, cartilage ur bone, fiedine Dadog Dackne Bachne
IO RTASISS
Metastan Dedlice Deduwe Duckne Dackne
Stomach
Inentiuet Indidsal tadzrdual G Indhveguzt i
Testicular
& Seminorma ¢ ination. Swge i, Rate 25% Rate 25% A3 25%
> 3 vesrs ago
& Seminoma don Stage il o Indridus! tnddivdial ik € Ingivicwed o
Stage i > i years
e Stage i, > 3 wars Rate 25% Rate 5% Rate 8%
Nonseminama, Stage R or #, > 10vears Inesridus Consick Erdiwdudd corsd Heuedu s ¢ Indivicuel
Sentinoma State {, > 3 years Kae 25% Hate 25% Rate 2554 4ate 25%
Servitzarna Siage B o, > 19 years trtividuat Incliathud Irdwitizl <
Throat
Indrithe tndividud indiviguat
Tongue - oropharyngeal
Stage O, > § years Rz 25 - 50% Rate 25 - 0% Rate 25-50% Rate 23 50%

Stage £, 0o 2heohcl or wlacco uss within thi past 2
JYRETS, > 5 yaits fom treatment

Rate 25 - 50%

Rate 25 - 50%

Rute 25 - 56%

Qi 25 - S0

Staga b, curent scohad or 0o wse,
- 1 grass from s

tcradual ¢

fodindud i

SidErahen

irdvicuel

e past 2 Rame 25-50% Raw 35-20% Rate 25-50 Rawe 25-50%
3 ifeviduat iz Inliescad
2 10 years fiom treatmant
Stage 1, IV or Bacucrent. » 10 yaues om leanoent Iheagua lndradual ingivicual Indivicual

Thyroid, Papillary

ears brom st

Rt 25 - 30%

Rate 25-30%

2ate 25 - 50%

2ate 25 - 50N

Uterine

Staga, k> 5 yeds Iwn eatmen

e 25 - S0%

Rate 73 - 50%

Raie 25 - 50%

R 25 - S0%

4, > 1D years bom trearment

Rae 25 - 50%

Rate 25 - 50%

Rate 25 - 50%

2are 25 - 50%

> 10 yaurs

inttreplunt C

Indwnkd

inckaduil o

Indrciual

Uiering sarcama, > 10 yesrs

Sndraduai consideration

tadividud consimrahon

inckvadual Lo

Gerstion

Indhtiudl consiteraion
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HumanaOne Short Term Medical Plans

HumanaOne’s Short Term Medical Plans are not subject to complete underwriting like other HumanaOne plans. instead,
applicants will be asked four or five eligibility and health questions to determine their eligibility. The following questions
must be answered fully and truthfully: including information related to spouse and/or dependents applying for coverage:

> dNo OYes Areyouorisany immediate family member {whether or not named in this application) pregnant, an
expectant parent, in the process of adopting a child, or undergoing infertility treatment?

-

ZiINo O Yes Have/Are you, your spouse, or any person applying for coverage resided in the ULS. for less than 6 months?

~

JONo QYes Areyou, your spouse, or any person applying for coverage over 300 pounds if male, or over 250 pounds
if female?

~

JNo QYes For any of the following conditions, has any person to be insured received, in the past 5 years, any abnormat
test results; medicat or surgical consultation, treatment, or advice; consulted a health care professional; or taken medication
for: diahetes, emphysema, cancer or tumor, strake, heart disorder including but not limited to heart attack or chest pain, AIDS
or tested positive for HIV, kidney disorder {exduding kidney s1ones), alcoholism, chemical dependency, drug or aicohol abuse?

in Colorado, an additional question will be asked of the applicants:

> Z1No U Yes Have you or any other person to be insured been covered under two or more non-renewable short term pfans
duning the past 12 months?

Eligibility

1§ “no” is answered to all of the following questions, your dient will be efigible for coverage. i “yes” is answered to any of the
following questions, your dient will need to provide the name of the person the answer appfies to . The person{s} namad wif} not be
covered under the policy. it your dient is not eligible for coverage, they may chaose to apply for a different HumanaGrie plan that is
fully underwritten.

if yo'u have any questions about HumanaOne‘s Short Term Medical plans, piease contact your locat sales representative.

41
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We agreed to provide Senator Heitkamp details about whether there is appropriate civil
penalties for fraud, waste, and abuse to provide a substantial deterrent (on page 41 (lines
20-24) of transcript).

The authority of federal agencies to assess and collect civil monetary penalties (CMP) can be a
powerful method for enforcing regulatory policies and deterring violations. in 2017, federal
agencies assessed millions of dollars in CMP for violations of statutory requirements, such as
phone calls that violated federal telemarketing law and failure to report suspicious orders for
controlled substances. GAO has not examined specifically whether these civil penalties are
sufficient to deter fraud, waste, or abuse. However, according to the HHS Office of the Inspector
General (OIG) website, “The OIG has the authority to seek CMP, assessments, and exclusion
against an individual or entity based on a wide variety of prohibited conduct.” OIG lists its CMP
authorities on the CMP Authorities page and its exclusion authorities on the Exclusion
Authorities page.
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We agreed to provide Senator McCaskill details about priority open Medicaid
recommendations (on page 65 (lines 21-23) of transcript). .

Medicaid Managed Care: Improvemehts Needed to Better Oversée Payment Risks. GAO-18-
528 (Washington, D.C.. July 26, 2018).

Recommendation: The Administrator of CMS should expedite the planned efforts to
communicate guidance, such as its compendium on Medicaid managed care program integrity,
to state stakehoiders related to Medicaid managed care program integrity.

Recommendation: The Administrator of CMS should eliminate impediments to eoltaborative
audits in managed care conducted by audit contractors and states, by ensuring that managed
care audits are conducted regardless of which entity--the state or the managed care
organization--recoups any identified overpayments.

Recommendation: The Administrator of CMS should require states to report and document the
amount of MCO overpayments to providers and how they are accounted for in capitation rate-
setting. )

Action Needed: HHS agreed with our recommendations. We will continue to monitor the
implementation of these recommendations.

Medicaid: CMS Should Take Steps to Mitigate Program Risks in Managed Care, GAO-18-291
(Washington, D.C.: May 7, 2018).

Recommendation: The Administrator of CMS shouid consider and take steps to mitigate the
program risks that are not measured in the Payment Error Rate Measurement (PERM); such an
effort could include actions such as revising the PERM methodology or focusing additional audit
resources on managed care.

Action Needed: HHS agreed with our recommendation. We wilt continue to monitor the
implementation of this recommendation.

Medicaid Assisted Living Services: Improved Federal Oversight of Beneficiary Health and
Welfare Is Needed, GAO-18-179 (Washington, D.C.: January 5, 2018).

Recommendation: The Administrator of CMS should establish standard Medicaid reporting
requirements for all states to annually report key information on critical incidents, considering, at
a minimum, the type of critical incidents invoiving Medicaid beneficiaries, and the type of
residential facilities, including assisted living facilities, where critical incidents occurred.

Action Needed: As of August 2018, HHS concurs with this recommendation. According to
CMS, throughout calendar year 2018, the agency will be releasing a series of three
informationat bulletins on home and community based service waiver beneficiary health and
welfare that are based on feedback solicited from a workgroup consisting of states and state
associations. We will continue to monitor the implementation of this recommendation.
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Medicaid; Further Action Needed to Expedite Use of National Data for Program Oversight,
GAO-18-70 (Washington, D.C.: December 8, 2017).

Recommendation: The Administrator of CMS, in partnership with the states, should take
additional steps to expedite the use of T-MSIS data for program oversight. Such steps should
include, but are not limited to, efforts to (1) obtain complete information from-all states on
unreported T-MSIS data elements and their plans to report applicable data elements; (2) identify
and share information across states on known T-MSIS data limitations to improve data
comparability; and (3) implement mechanisms, such as the Learning Collaborative, by which
states can collaborate on an ongoing basis to improve the completeness, comparability, and
tility of T-MSIS data.

Action Needed: HHS concurred with this recommendation. in March 2018, HHS stated that it
developed a database on data quality findings, which could be used to identify solutions for
common problems across states, and has begun to develop a data quality scorecard for T-MSIS
users, which aggregates data quality findings in a user-friendly tool. HHS stated that it will (1)
continue to work to obtain complete T-MSIS information from ali states; (2) take additional steps
to share information across states on T-MSIS data limitations; and (3) implement ways for
states to collaborate regarding T-MSIS. We will assess HHS's actions once completed.

Recommendation: The Administrator of CMS should articulate a specific plan and associated
time frames for using T-MSIS data for oversight.

Action Needed: HHS concurred with the recommendation, but as of April 2018, HHS had not
yet informed us of any actions taken.

Medicare and Medicaid: CMS Needs to Fully Align its Antifraud Efforts with the Fraud Risk
Framework. GAO-18-88 (Washington, D.C.: December 5, 2017).

Recommendation: The Administrator of CMS should provide fraud-awareness training relevant
to risks facing CMS programs and require new hires to undergo such training and all employees
to undergo training on a recurring basis.

Recommendation: The Administrator of CMS should conduct fraud risk assessments for
Medicare and Medicaid that include respective fraud risk profiles and plans for regutarly
updating the assessments and profiles.

Recommendation: The Administrator of CMS should create, document, implement, and
communicate an antifraud strategy that is aligned with and responsive to regularly assessed
fraud risks. This strategy shouid include an approach for monitoring and evaluation.

Action Needed: HHS agreed with our recommendations. CMS reported that, as of August
2018, the agency is developing annual fraud, waste, abuse training for alt CMS employees.
Additionally, CMS is working to apply the fraud risk framework to the Medicaid program more
broadly. We will continue to monitor the implementation of these recommendations.

Medicaid Program Integrity: CMS Should Build on Current Oversight Efforts by Further
Enhancing Collaboration with States, GAO-17-277 (Washington, D.C.: March 15, 2017).
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Recommendation: To build upon CMS's collaborative audit efforts and help enhance future
collaboration, CMS should identify opportunities to address barriers that limit states' participation
in collaborative audits. Such opportunities could include improving communication with states
before, during, and after audits are completed; and ensuring that audits align with states'
program integrity needs, including the need for oversight of services provided in managed care
delivery systems.

Action Needed: HHS concurred with this recommendation. CMS has taken steps to identify
opportunities to improve state participation in collaborative audits. Notably, as of January 2018,
CMS is in the process of awarding and implementing contracts for five regional Unified Program
Integrity Contractors (UPIC) with the purpose of coordinating provider investigations across
Medicare and Medicaid; improving coliaboration with states; and increasing contractor
accountability through coordinated oversight. CMS is also meeting with groups of states to
clarify roles and responsibilities and discuss topics for new collaborative audits with the UPICs.
CMS also held sessions at the Medicaid Integrity Institute in 2017 to work with states on
potential topics for new collaborative audits, including personal care services and managed care
delivery systems. We will continue to monitor CMS’s progress as it initiates and implements
UPIC audits nationwide.

Medicaid: CMS Needs Better Data to Monitor the Provision of and Spending on Personal Care
Services, GAO-17-169 (Washington, D.C.: Jan. 12, 2017).

Recommendation: To improve the collection of complete and consistent personal care services
data and better ensure CMS can effectively monitor the states' provision of and spending on
Medicaid personal care services, CMS should better ensure that personal care services data
collected from states through T-MSIS and Medicaid Budget and Expenditure System (MBES)
comply with CMS reporting requirements.

Action Needed: HHS concurred with this recommendation. in December 2017, CMS cited
efforts related to claims data submitted by states through T-MSIS. Efforts included validation
checks of person care service claims to ensure that key data are not missing or incorrect. in
addition, CMS stated it was working with the states to address concerns that are identified with
the quality of claims data submitted. However, as of August 2018, CMS had not addressed
inaccurate state reporting through MBES; the agency stated that it is a priority for 2018.
Complete implementation of our recommendation will better ensure state reporting of claims
and expenditures is accurate and will allow CMS to effectively perform key management
functions.

Recommendation: To improve the collection of complete and consistent personai care
services data and better ensure CMS can effectively monitor the states' provision of and
spending on Medicaid personal care services, CMS should develop plans for analyzing and
using personal care services data for program management and oversight.

Action Needed: HHS concurred with this recommendation. As of August 2018, CMS stated that
it is working with states to impiement Electronic Visit Verification (EVV) that will ensure the core
elements of personal care service delivery in the home are being tracked. CMS has developed
a process for states to submit data on their EVV compliance by the January 1, 2020 deadline or
to request a good faith exemption from the requirement unti January 1, 2021. We will continue
to monitor the implementation of this recommendation.
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Medicaid: Program Oversight Hampered by Data Challenges, Underscoring Need for Continued
Improvements, GAO-17-173 (Washington, D.C.: January 8, 2017).

Recommendation: The Administrator of CMS should take immediate steps to assess and
improve the data available for Medicaid program oversight, including, but not fimited to, T-MSIS.
Such steps could inciude (1) refining the overall data priority areas in T-MSIS to better identify
those variables that are most critical for reducing improper payments, and (2) expediting efforts
to assess and ensure the quality of these T-MSIS data.

Action Needed: HHS concurred with the recommendation. in July 2018, CMS noted that it had
shifted its T-MSIS efforts to assessing and improving the quality of T-MSIS data, and expressed
its commitment to working with states on improving their data submissions. As part of this
effort, CMS identified 12 Top Priority ltems for post-production data quality that all states should
address. CMS told GAO that it reviews a state’s data quality issues in these 12 areas and then
works with the state on addressing them. The agency pians to expand its data quality
monitoring review to be more comprehensive following discussions with a Technical Evaluation
Panel to be held this summer. We will continue to monitor CMS's progress as it initiates these
new data quality improvement activities.

Medicaid Program Integrity: Improved Guidance Needed to Better Support Efforts to Screen
Managed Care Providers, GAO-16-402 (Washington, D.C.: April 22, 2016).

Recommendation: The Acting Administrator of CMS should coordinate with other federai
agencies, as necessary, to explore the use of an identifier that is relevant for the screening of
MMC plan providers and common across databases used to screen MMC plan providers.

Action Needed: HHS concurred with the recommendation. In the final Medicaid Managed Care
Rule 2390-F, CMS added a requirement that states and managed care plans add the National
Plan and Provider Enumeration System (NPPES) to the list of databases required to be
checked when enrolling providers. Individuals or organizations are identified in NPPES through
the use of a National Provider Identifier (NP1). However, this NPI applies only to NPPES and is
not used in other databases that states and managed care plans check when enrolling
providers. To fully implement the recommendation, CMS should continue to explore the use of
an identifier common across all relevant databases.

Medicaid: Federal Guidance Needed to Address Concerns Ahout Distribution of Suppfemental
Payments, GAO-16-108 (Washington, D.C.: February 5, 2016).

Recommendation: To promote consistency in the distribution of supplemental payments
among states and with CMS policy, the Administrator of CMS shouid issue written guidance
clarifying its policy that requires a link between the distribution of supplemental payments and
the provision of Medicaid-covered services.

Action Needed: HHS concurred with this recommendation. CMS has issued clarifying letters to

some states, but has not issued written clarification to all states explaining that the distribution of
supplemental payments be finked to the provision of Medicaid-covered services. CMS indicated
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that it anticipates issuing a proposed rule in October 2018 that wouid establish new reporting
requirements for supplemental payments that may address this recommendation.

Recommendation: To promote consistency in the distribution of supplementat payments
among states and with CMS policy, the Administrator of CMS should issue written guidance
clarifying its policy that payments should not be made contingent on the availability of local
funding.

Action Needed: HHS did not concur with this recommendation, although it did agree that the
issue is a concern and stated it was considering additional options to address the issue. As of
April 2018, CMS has not taken action. In light of our finding that, among selected states
reviewed, supplemental payments were often contingent on avaitabifity of local funding; we
maintain that HHS should issue written guidance to all states communicating its policy
prohibiting Medicaid payments contingent on the availability of local funding. To implement this
recommendation, CMS should issue written guidance clarifying its policy.

Medicaid: Additional Efforts Needed to Ensure that State Spending is Appropriately Matched
with Federal Funds, GAO-16-53 (Washington, D.C.: October 16, 2015).

Recommendation: To improve the effectiveness of its oversight of eligibility determinations, the
Administrator of CMS shouid conduct reviews of federal Medicaid eligibility determinations to
ascertain the accuracy of these determinations and institute corrective action plans where
necessary.

Action Needed: HHS concurred with this recommendation. in July 2017, HHS issued its final
rule on the Payment Error Rate Measurement (PERM) program, and stated that it would include
reviews of federal eligibility determinations in states that have delegated that authority. In
December 2017, HHS provided information noting that the first cycle of the revised PERM
includes two states where there were federal efigibility determinations. The resuits wili be
reported in 2019. We will continue to monitor HHS's implementation of the revised PERM to
determine if HHS is ascertaining the accuracy of federal eligibility determinations and taking
corrective action where necessary.

Recommendation: To increase assurances that states receive an appropriate amount of
federal matching funds, the Administrator of CMS should use the information obtained from
state and federal eligibility reviews to inform the agency's review of expenditures for different
eligibility groups in order to ensure that expenditures are reported correctly and matched
appropriately.

Action Needed: HHS did not concur with this recommendation. As of August 2018, CMS
indicated that it is establishing a process for sharing information between the eligibility and
expenditure reviews. Once this process is established, we will determine whether these actions
address the recommendation.

Medicaid: CMS Oversight of Provider Payments Is Hampered by Limited Data and Unclear
Policy, GAO-15-322 (Washington, D.C.: April 10, 2015).
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Recommendation: To improve CMS's oversight of Medicaid payments, the Administrator of
CMS should develop a policy establishing criteria for when such payments at the provider level
are economical and efficient.

Recommendation: To improve CMS's oversight of Medicaid payments, the Administrator of
CMS should, once criteria are developed, develop a process for identifying and reviewing
payments to individual providers in order to determine whether they are economicai and
efficient.

Action Needed: HHS concurred with these recommendations. To fully address these
recommendations, CMS would need to develop a policy establishing criteria for when Medicaid
payments at the provider level are economical and efficient, and once criteria are developed,
develop a process for identifying and reviewing payments to individual providers in order to
determine whether they are economical and efficient. CMS indicated that it anticipates issuing a
proposed rule in October 2018 that would establish new reporting requirements for
supplemental payments that may address these recommendations.

Medicajid information Technology: CMS Supports Use of Program Integrity Systems but Should
Require States to Determine Effectiveness, GAO-15-207 {Washington, D.C.: January 30, 2015).

Recommendation: To ensure that the federal government's and states' investments in
information systems result in outcomes that are effective in supporting efforts to save funds
through the prevention and detection of improper payments in the Medicaid program, the
Secretary of Health and Human Services should direct the Administrator of CMS to require
states to measure quantifiable benefits, such as cost reductions or avoidance, achieved as a
resuit of operating information systems to help prevent and detect improper payments. Such
measurement of benefits should reflect a consistent and repeatable approach and should be
reported when requesting approval for matching federal funds to support ongoing operation and
maintenance of systems that were implemented to support Medicaid program integrity
purposes.

Action Needed: HHS initially concurred with this recommendation. However, in December
2017, CMS officials stated that they no longer concur with this recommendation. CMS noted
that the agency is taking steps to reduce the regulatory and reporting burden for states and that
requiring states to measure benefits achieved as a result of implementing systems for program
integrity and other purposes is not feasible.

Unless CMS requires states to measure such benefits, it cannot determine whether the billions
of dollars of federal funds spent to support the maintenance of the systems used by the states
for program integrity purposes resuit in savings for the Medicaid program. As such, we continue
to believe that steps should be taken by CMS to ensure financial benefits are achieved as a
result of federal IT investment in states' continuing operation and maintenance of systems to
support Medicaid program integrity efforts. in order to fully address this recommendation, HHS
should direct the Administrator of CMS to require states to measure quantifiable benefits
achieved as a result of operating information systems to help prevent and detect improper
payments.
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Medicaid Financing: States’ Increased Reliance on Funds from Health Care Providers and Local
Governments Warrants Improved CMS Data Collection [Reissued on March 13, 2015], GAO-14-
627 (Washington, D.C.: July 289, 2014).

Recommendation: The Administrator of CMS should develop a data collection strategy that
ensures that states report accurate and complete data on all sources of funds used to finance
the nonfederal share of Medicaid payments. There are short- and long-term possibilities for
pursuing the data collection strategy, including (1) in the short-term, as part of its ongoing
initiative to annually collect data on Medicaid payments made to hospitals, nursing facilities, and
other institutional providers, CMS could coltect accurate and complete facility-specific data on
the sources of funds used to finance the nonfederal share of the Medicaid payments, and (2) in
the long-term, as part of its ongoing initiative to develop an enhanced Medicaid claims data
system (T-MSIS), CMS could ensure that T-MSIS will be capable of capturing information on ait
sources of funds used to finance the nonfederal share of Medicaid payments, and, once the
system becomes operational, ensure that states report this information for supplementai
Medicaid payments and other high-risk Medicaid payments.

Action Needed: CMS did not initially concur with this recommendation. in April 2018, CMS
officials told us that the agency has started to coliect information about the source of funds used
to finance the nonfederal share of Medicaid payments through T-MSIS. However, the agency
has not yet planned how it will use the data it is collecting and T-MSIS limits states to reporting
one source of the nonfederal share per payment. CMS also indicated that as part of its program
integrity strategy released in June 2018, it will begin to conduct program audits focused on
states’ improper claiming of the federal match. Once CMS develops a plan for using the T-MSIS
data it collects, begins conducting its planned audits, and prepares and releases a final rule on
supplemental payment and financing oversight, GAO will be in a position to consider closing this
recommendation.

Medicaid Demonstration Waivers: Approval Process Raises Cost Cohcerns and Lacks
Transparency, GAO-13-384 (Washington, D.C.; June 25, 2013).

Recommendation: To improve the transparency of the process for reviewing and approving
spending fimits for comprehensive section 1115 demonstrations, the Secretary of Health and
Human Services should update the agency's written budget neutrality policy to reflect actual
criteria and processes used to develop and approve demonstration spending limits, and ensure
the policy is readily available to state Medicaid directors and others.

Action Needed: HHS did not agree with this recommendation; however, the agency has
recently taken some steps to establish spending limits and clarify approval criteria. For example,
in 2017, GAQ described how states have been allowed to accrue, in the context of inflated
spending limits, unused spending authority and use it to finance expansions of demonstrations.
One state that GAO reviewed was allowed to convert $8 biilion in unspent federal spending
authority into an incentive payment pool within its demonstration.! Under a policy implemented
in 2016, HHS restricted the amount of unspent funds states can accrue for each year of a
demonstration, and has also reduced the amount of unspent funds that states can carry forward
to new demonstrations. For 10 demonstrations it has recently approved, HHS estimated that the

'See GAO, Medicaid Demonstrations: Federal Action Needed to Improve Oversight of Spending, GAQ-17-312
(Washington, D.C.: Apr. 3, 2017).
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new policy has reduced total demonstration spending limits by $109 billion for 2016 through
2018, the federal share of which is $62.9 billion. These limits reduce the effect, but do not
specifically address all, of the questionable methods and assumptions that we have identified
regarding how HHS sets demonstration spending limits.

Additionally, in a November 2017 informational bulietin released on CMS’s website, CMS
indicated that the agency will clarify expectations regarding its budget neutrality policy and may
provide additional written guidance to states on both policy and methodology for demonstrating
budget neutrality. In April 2018, CMS told us that it estimates that additional guidance will be
issued by the end of calendar year 2018 that may address this recommendation.

Medicaid and SCHIP: Recent HHS Approvals of Demonstration Waiver Projects Raise
Concerns, GAQ-02-817 (Washington, D.C.: July 12, 2002).

Recommendation: To meet its fiduciary responsibility of ensuring that section 1115 waivers are
budget neutral, we recommended that the Secretary of HHS better ensure that valid methods
are used to demonstrate budget neutrality, by developing and implementing consistent criteria
for consideration of section 1115 demonstration waiver proposals.

Action Needed: HHS disagreed with this recommendation. However, we have reiterated the
need for increased attention to fiscal responsibility in the approval of the section 1115 Medicaid
demonstrations in subsequent 2008 and 2013 reports (GAQ-08-87 and GAQ-13-384).2 HHS has
taken steps to change some aspects of methods used to determine budget neutrality and
demonstration spending limits. In May 2016, HHS communicated four key changes to its
budget neutrality policy. These changes addressed some, but not all of the questionable
methods GAQC identified in its reports.

In addition, in a November 2017 Informationai Bulletin, CMS communicated pians to clarify
expectations regarding budget neutrality and to provide additional guidance on methodologies
for demonstrating budget neutraiity. In April 2018, CMS told us that it estimates that additional
guidance will be issued by the end of calendar year 2018 that may address this
recommendation.

2See GAQ, Medicaid Dermonstration Waivers: Recent HHS Approvais Continue fo Raise Cost and Oversight

Concerns. GAO-08-87 (Washington, D.C.: Jan. 31, 2008) and Medicaid Demonstration Waivers: Approval Pracess
Raises Cost Concerns and Lacks Transparency, GAO-13-384 (Washington, D.C.: June 25, 2013).
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We agreed to provide Senator McCaskill details about the data we used in a 2011 report
on application coverage denials (on page 68 (lines 16-23) of transcript).

In our 2011 report, data from six select states, the American Medical Association, and the
National Association of insurance Commissioners were our primary sources to describe the
data available on coverage denials—that is, denial of coverage for a medical service before it is
provided or denial of payment for a service after it is provided.! We also reviewed information on
the outcomes of complaints and appeals submitted by 35 states and the District of Columbia to
HHS in their applications for Consumer Assistance Program grants, as well as data from the
Department of Labor on complaints related to coverage denials for those with employer-
sponsored coverage.

To describe the data available on denials of enroliment applications for individuals seeking to
purchase insurance coverage, we reviewed data that HHS collected from 459 state-licensed
insurers that offered coverage in the individual market on the number of applications received
and denied. The data included application denial rates by insurer for a 3-month period—January
through March—in 2010, which was the only quarter of data that HHS had collected as of
December 2010. To supplement the single calendar quarter of HHS data, we also collected data
from insurance department officials in the six selected states. Additionally, we reviewed data
from America’s Health Insurance Plans on application denial rates.

'See GAO, Private Health insurance: Data on Application and Coverage Denijals, GAO-11-268 (Washington, D.C.:
Mar. 16, 2011).
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We agreed to provide Senator McCaskill coverage denial detaii from 2011 report (on page
71 (lines 4-5) of transcript).

in our 2011 report, coverage denial rates varied significantly across states, with aggregate rates
of claim denials ranging from 11 percent to 24 percent across the three states that collected
such data. ? In addition, rates varied significantly across insurers, with data from one state
indicating a range in claim denial rates from 6 percent to 40 percent across six large insurers
operating in the state. There are several factors that may have contributed to the variation in
rates across states and insurers, such as states varying in the types of denials they require
insurers to report. Data also indicated that

s Coverage denials occurred for a variety of reasons, frequently for billing errors, such as
duplicate claims or missing information on the claim, and eligibility issues, such as services
being provided before coverage was initiated, and less often for judgments about the
appropriateness of a service.

¢ Coverage denials, if appealed, were frequently reversed in the consumer's favor. For
example, data from four of the six states on the outcomes of appeais filed with insurers
indicated that 39 percent to 59 percent of appeals resulted in the insurer reversing its original
coverage denial.

2See GAO, Private Health Insurance: Data on Application and Coverage Denials, GAO-11-268 (Washington, D.C.:
Mar. 16, 2011).
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) 7 4 ‘ U.S. GOVERNMENT ACCOUNTABILITY OFFICE
441 G St. NW. Comptroller General
Washington, DC 20548 of the United States

August 17, 2018

The Honorable Ron Johnson

Chairman

Committee on Homeland Security and Governmental Affairs
U.S. Senate

340 Dirksen Senate Office Building

Washington, DC, 20510

Dear Chairman Johnson:

This letter is in reference to the hearing of the U.S. Senate Committee on Homeland Security
and Governmental Affairs entitled “Medicaid Fraud and Overpayments: Problems and Solutions”
at which 1 testified on June 27, 2018. Enclosed is GAO’s response to the question for the record
that you submitted to us after the hearing. Should the Committee have further questions on this
topic, please contact Carolyn Yocom, Director, Health Care, at (202) 512-7114, or at
yocomc@gao.gov.

Sincerely yours,

Gene L. Podaro
Comptroller Generat
of the United States
Enclosure

cc The Honorabie Claire McCaskill, Ranking Minority Member
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Enclosure

GAO Response to Hearing Questions
Chairman Johnson and Ranking Member McCaskill
Committee on Homeland Security and Governmental Affairs, United States Senate
June 27, 2018, hearing entitied
“Medicaid Fraud and Overpayments: Problems and Solutions”

1. The threat regarding rollback of protections on preexisting conditions is real. Has
the Government Accountability Office begun any analysis of the impact of
eliminating these protections?

In March 2011, GAO reported on health insurance application denial rates prior to the
Patient Protection and Affordable Care Act (ACA) prohibition on denying coverage on
the basis of preexisting conditions. GAO has not conducted any work relating to
preexisting conditions, including reviewing any policy changes relating to preexisting
conditions, since this time.

2. [f the challenges against the ACA are successful, is it likely that we would return
to a time when 25 percent of the health insurance companies in this country had
denial rates of 40 percent or higher?

GAQ issued a report in March 2011, which looked at health insurance application denial
rates prior to the ACA prohibition on denying coverage on the basis of a preexisting
condition.” GAQ reported that the aggregate rate of application denials nationally was 19
percent, with 25 percent of insurance companies denying 40 percent or more of
applications for individual coverage. Given those rates, if such a prohibition were
eliminated, insurers could return to using application denials as a strategy to manage
risk. It is important to note that the denial rates cited in GAO's report were for one
calendar quarter and may have limited utility in providing a sufficiently complete
benchmark for projecting any changes to denial rates.

It is also important to note that other aspects of ACA—as well as state laws and
regulations—could affect application denial rates. For example, ACA included other
provisions that reformed the individual market by introducing premium tax credits for
those with low-incomes and providing federal risk adjustment payments. These policies
change the financial incentives for health insurance companies and for individuals
applying for coverage, and could affect the extent to which companies deny applications.
State laws and regulations could also affect denial rates. For example, GAO’s report
noted that prior to the enactment of ACA six states prohibited insurers from denying
applications on the basis of health status as of January 2010.

3. It has been over seven years since the provider screening and enroliment
requirements took effect in March 2011. Why are states still failing to properly
screen and enroll Medicaid providers?

States need to make significant changes to their provider enroliment and screening
systems in order to come into compliance with the March 2011 requirements. The

'See GAO, Private Health Insurance: Data on Application and Coverage Denials, GAO-11-268 {(Washington, D.C.:
Mar. 16, 2011).
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Enclosure

GAOQO Response to Hearing Questions
Chairman Johnson and Ranking Member McCaskill
Committee on Homeland Security and Governmental Affairs, United States Senate
June 27, 2018, hearing entitled
“Medicaid Fraud and Overpayments: Problems and Solutions”

Centers for Medicare & Medicaid Services (CMS) has taken a variety of actions—such
as issuing guidance and regulations, and offering assistance in screening providers
using federal databases—to support states’ efforts to improve provider screening and
enroliment processes. However, GAO'’s work has identified various factors, such as
fragmented information, lack of data sharing across states, and inconsistent practices
that have affected CMS'’s and states’ oversight of providers. For example, in April 2016,
GAOQ found that two selected states and 16 selected Medicaid managed care plans used
information that was fragmented across 22 databases by 15 different federal agencies to
screen providers, including databases that CMS did not identify for use for screening
providers. To improve the effectiveness of states’ and plans’ Medicaid managed care
plan provider screening efforts, GAO recommended that CMS consider additional
databases used to screen providers and assess whether any of these databases should
be added to the list of databases identified by CMS for screening purposes, in order to
ensure that they are not paying providers determined to be ineligible to do business with
the federal government.2 HHS agreed with this recommendation, and in August 2018,
implemented this recommendation. CMS provided GAO with its analysis of 22
databases that were reported to GAQO as being used by Medicaid managed care plans to
'screen providers. It determined that several of the 22 databases were already in use by
states and managed care plans and mentioned in CMS guidance. In its analysis, CMS
concluded that

* 6 of the databases should be used for provider screening and 3 more contained
information that was available from other databases.

« 12 of the databases should not be implemented into the screening process and is
still considering one of the databases for inclusion in the screening process.

GAQ is beginning work examining CMS's oversight of state efforts to implement and
comply with Medicaid provider screening and enroliment requirements in ACA and the
21st Century Cures Act (Cures Act). GAO anticipates this work will be completed in
2019.

4. Would proper screening and enroliment of Medicaid Providers prevent improper
payments and reduce the incidence of fraud in the Medicaid program?

Yes. Providers who are not appropriately enrolled in Medicaid are one of the largest
causes of improper payments in the Medicaid program. Because provider actions can be
a major factor behind improper payments, the integrity of the Medicaid program
depends, in large part, on ensuring that only eligible providers participate in the program.
Consequently, screening providers is important in preventing improper payments,
including potential fraud and abuse.

2See GAO, Medicaid Program Integnty: Improved Guidance Needed to Better Support Efforts to Screen Managed
Care Providers, GAO-16-402 (Washington, D.C.: April 22, 2016).
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Enclosure

GAO Response to Hearing Questions
Chairman Johnson and Ranking Member McCaskill
Committee on Homeland Security and Governmental Affairs, United States Senate
June 27, 2018, hearing entitied
“Medicaid Fraud and Overpayments: Problems and Solutions”

In its fiscal year 2017 Agency Financial Report, the Department of Health and Human
Services (HHS) stated that errors due to state non-compliance with provider screening,
enroliment, and National Provider ldentifier requirements, have been the main cause of
improper payments in Medicaid fee-for-service since fiscal year 2014. Further, CMS
does not assess provider eligibility as a part of estimating the improper payment rate in
managed care; so the impact of ineligible providers in managed care on improper
payments is unknown.

GAO’s work in Medicaid has also identified potential program risks—inciuding fraud—
associated with how CMS and states have enrolted providers in Medicaid. In May 2015,
GAO reported that hundreds of the approximately 881,000 Medicaid providers in four
states were ineligible or potentially ineligible. These providers had suspended or revoked
medical licenses, had invalid addresses, were identified as deceased in federal death
files, or had been excluded from federal health care programs, including Medicaid.®

Comprehensive state screening and enroliment processes that prevent fraudulent
providers from billing Medicaid are more efficient at protecting Medicaid funds than
attempting to recover these funds once payments have been made.

5. Is CMS implementing methods to conduct proper screening and enrofiment of
Medicaid providers?

CMS has taken steps to enhance Medicaid provider screening and enroliment, in some
cases addressing GAQO’s recommendations, including

s [ssuing regulations. For example, in May 2016, CMS issued regulations that required
states to screen and enroll providers under contract to managed care organizations
(MCO), and terminate network providers upon notification.*

s Issuing guidance. Consistent with GAO’s recommendations, CMS updated and
issued its Medicare Provider Enroliment Compendium-—~CMS’s manual on how state
Medicaid agencies are expected to comply with federal regulations for screening
providers‘5 Also, CMS issued a toolkit for sharing provider data, which includes
information on how to access systems and retrieve CMS data from mulitiple sources.®

3See GAQ, Medicaid: Additional Actions Needed ta Help improve Provider and Beneficiary Fraud Controls, GAO-15-
313 (Washington, D.C.: May 14, 2015).

“*These screening and enroliment requirements were later codified by the Cures Act and took effect January 1, 2018.
fsee GAO-16-402.

8See GAO-15-313.
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Enclosure

GAO Response to Hearing Questions
Chairman Johnson and Ranking Member McCaskill
Committee on Homeland Security and Governmental Affairs, United States Senate
June 27, 2018, hearing entitled
“Medicaid Fraud and Overpayments: Problems and Solutions”

» Providing access lo federal databases. CMS has taken steps to increase state
access to federal databases to implement GAO’s recommendations. For example,
CMS provides full access to all pertinent information needed for screening Medicaid
providers in Medicare’s provider enroliment database—the Provider Enroliment,
Chain and Ownership System (PECOS)—and, according to CMS officials, offers
trainings on using this information.” Also, CMS signed an interagency agreement
that provides states with access to the Social Security Administration’s (SSA) Death
Master File, made this file available to state officials, and provided assistance to
states in accessing this file ®

» Offering states an optional data compare service. States may submit their Medicaid
provider enroliment information to CMS and receive results about how that
information compares to related data sources, such as Medicare enroliment records
and HHS’s Office of inspector General (HHS-OIG) information on excluded
providers.

* Conducting site visits, outreach, and education. According to CMS, the agency has
conducted site visits to assist states with implementing Medicaid provider screening
and enroliment requirements. Also, CMS reported providing education, outreach, and
assistance to support and oversee state efforts.

In June 2018, CMS provided information on a new Medicaid program integrity strategy.
This planned strategy includes many of the aforementioned steps, such as providing
states with access to federal databases, and other steps, such as monitoring states’
implementation of and compliance with Medicaid managed care final rules, including
program integrity safeguards such as screening and enrolling Medicaid managed care
providers. Additionally, as part of this new strategy, CMS plans to pilot a process to
screen Medicaid providers on behalf of states beginning in summer 2018, CMS officials
told us that part of this pilot process will involve leveraging the existing data and process
CMS uses to screen Medicare providers. According to agency officials, CMS plans to
begin implementing this pilot process in a few states and then expand it to additional
states. GAO plans to monitor the implementation of the strategy.

Finally, GAO is beginning work examining CMS'’s oversight of state efforts to implement
and comply with Medicaid provider screening and enroliment requirements in ACA and
the Cures Act, GAO anticipates this work will be completed in 2019.

’PECOS is CMS's centralized database for Medicare enroliment information. PECOS maintains data from Medicare
provider and supplier applications, including name, address, speciaity area, licensure, and accreditations. PECOS
also maintains information on the number of approved, denied, and rejected new enroliment applications, the number
of deactivated or revoked existing enroliment records, and the number of enroliment records associated with
providers and suppliers eligible to bill Medicare. See GAO-15-313.

8See GAO-16-402. CMS issued regutations designating four federal databases that states must use fo screen
providers, including SSA’s Master Death File.
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6. What steps should CMS take to ensure that states comply with federal regulations
requiring screening and enroliment of Medicaid providers?

CMS could improve its oversight of state compliance with federal regulations requiring
screening and enroliment of Medicaid providers, and aid state program integrity
generally by implementing a number of GAO recommendations, such as the following.

To ensure that only eligible providers are enrolied in Medicaid, GAO made four
recommendations in its April 2016 report on provider screening in managed care.®
One recommendation remains open, which HHS concurred with. To address this
recommendation, CMS will need to explore the use of a common identifier for
screening providers across databases.

To ensure appropriate program integrity oversight in the territories including
protecting territories’ Medicaid programs from fraud, waste, and abuse, CMS should
examine and select from a broad array of activities—such as establishing program
oversight mechanisms, assisting in improving program information, and conducting
program assessments—and develop cost-effective approaches.’® HHS concurred
with GAQ’s recommendation. In 2016, CMS communicated plans to review program
integrity activities in the territories, and as of July 2018, the agency had conducted
and issued a report for Puerto Rico. It has not released reports for other territories,
nor has it implemented new program integrity activities and approaches for the
territories, as GAO recommended.

To better support states' efforts to reduce improper payments and communicate
effective program integrity practices across the states, CMS should collaborate with
states and take additional steps to collect and share promising state program
integrity practices, among other actions.'! Aithough HHS agreed with these
recommendations, as of July 2018, CMS had not fully addressed these
recommendations.

To fully align its fraud risk management efforts with the four components of the Fraud
Risk Framework, CMS should (1) require and provide fraud-awareness training to its
employees, (2) conduct fraud risk assessments, and (3) create an antifraud strategy

for Medicaid, including an approach for evaluation.” HHS agreed with these

9See GAD-16-402,

See GAO, Medicaid and CHIP: Increased Funding in U.S. Temitories Ments Improved Program Integrity Efforts,
GAO-16-324 (Washington, D.C.: Aprit 8, 2016).

"1See GAO, Medicaid Program Integrity: CMS Should Build on Current Oversight Efforts by Further Enhancing
Coliaboration with States. GAD-17-277 (Washington, D.C.: March 15, 2017).

25ee GAO, Medicare and Medicaid: CMS Needs to Fully Align Its Antifraud Efforts with the Fraud Risk Framework.
GAD-18-88 (Washington, D.C.: Dec. 5, 2017).
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recommendations. As of August 2018, CMS is developing annual fraud, waste,
abuse training for all CMS employees. Additionally, CMS is working to apply the
fraud risk framework to the Medicaid program more broadly.

7. What steps shouid CMS take to ensure that states are using Medicaid funds
efficiently?

GAO’s work on supplemental payments and Medicaid demonstrations offers insights on
actions CMS—and in some cases, the Congress—could take to ensure more efficient
use of Medicaid funds.

Supplemental Payments. Since 2004, GAO has made recommendations to CMS to
improve the transparency and accountability of supplemental payments. For example,
GAO has recommended that

* CMS develop a policy establishing criteria for determining whether Medicaid
payments are economical and efficient, as required by law, as well as require
provider-specific payment data needed to assess total Medicaid payments,
including supplemental payments. GAO has reported on cases in which states
made total Medicaid payments to individual providers—after accounting for
supplemental payments—that were greatly in excess of Medicaid costs and raise
questions about whether federal Medicaid funds were used for non-Medicaid
purposes.’™ HHS agreed with this recommendation. in August 2018, CMS
indicated that it anticipates issuing a proposed rule in early 2019 that would
establish new reporting requirements for supplemental payments that may
address GAO’s concerns.**

s« CMS take steps to ensure states report accurate and complete information on all
sources of funds they use to finance the nonfederal share. GAO has reported on
problematic financing and distribution methods that aliow states to shift
Medicaid program costs to the federai government and distort the distribution of
supplemental payments.'® HHS disagreed with and has not addressed GAO's
recommendation, although the agency stated that it will examine efforts to
improve data collection for oversight. Moreover, as part of its planned program

3See GAQ, Medicaid: CMS Oversight of Provider Payments Is Hampered by Limited Data and Unclear Policy, GAO-
15-322 (Washington, D.C.: Apr. 10, 2015).

4See HHS, Medicaid Supplemental Payment and Accountability, Spring 2018 Unified Agenda of Federal Regulatory
and Deregulatory Actions, (CMS-2392-P), RIN 0938-AT50, accessed on July 27, 2018.

5See GAO, Medicaid Financing: States’ Increased Reliance on Funds from Health Care Providers and Local

Govemments Wamrants Improved CMS Data Collection [Reissued on March 13, 2015], GAO-14-627 (Washington,
D.C.: July 29, 2014).
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integrity strategy released in June 2018, CMS indicated that it will begin to
conduct program audits focused on states’ improper claiming of the federal
match. GAO will monitor CMS's audits to determine if they address the
recommendation.

e CMS develop written guidance clarifying CMS's policies that non-
disproportionate share hospital (DSH) supplemental payments should be linked
to the provision of Medicaid services and not be contingent on the availability of
local financing.’® GAO has reported that distributing payments based on the
ability of hospitals or their local governments to finance the nonfederal share may
result in some hospitals with relatively low uncompensated care costs receiving
large payments while other hospitals with larger uncompensated care costs, but
less access to local funds, receiving smaller payments.'” HHS agreed with this
recommendation. In August 2018, CMS indicated that it anticipates issuing a
proposed rule in early 2019 that would establish new reporting requirements for
supplemental payments that may address GAO's concerns.

Congressional action may also be needed to implement GAO's recommendations. For
example, in 2012, CMS officials said legislation was needed to implement reporting and
auditing requirements for non-DHS supplemental payments. According to officials,
legislation would allow the agency to institute requirements similar to those for DSH
payments, such as requiring annual facility-specific reporting of non-DSH payment
information, clarifying permissible methods for calculating non-DSH payment amounts,
and requiring annual independent audits of state non-DSH payment calculations. GAO
suggested that Congress consider requiring CMS to improve state reporting of non-DSH
payments, including those made to individual facilities; provide guidance on permissible
methods for calculating non-DSH payments; and require state reports and audits.'®

Medicaid demonstrations. Since 2002, GAO has also made recommendations to
improve the transparency and accountability of states’ demonstration spending. For
example, GAO has recommended that the Secretary of HHS

®Two types of supplemental payments exist in Medicaid: (1) disproportionate share hospital (DSH) payments, which
states are required to make to hospitals serving low-income and Medicaid patients to offset those providers’
uncompensated care costs; and (2) non-DSH supplemental payments that states may, but are not required, to make
to hospitals and other providers that, for example, serve high-cost Medicaid beneficiaries.

7See GAOQ, Medicaid: Federal Guidance Needed to Address Concerns About Distribution of Supplemental
Payments, GAO-16-108 (Washington, D.C.: Feb. 5, 2016).

8See GAO, Medicaid: More Transparency of and Accountability for Supplemental Payments Are Needed, GAO-13-
48 (Washington, D.C.: Nov. 26, 2012).
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« ensure that valid methods are used to establish demonstration spending limits,*®
and

» update written policy to reflect the approval criteria and processes used to
develop and approve demonstration spending limits, so that states’ use of this
flexibility does not inappropriately increase federal costs.?

HHS did not agree with these recommendations; however, the agency has recently
taken some steps to establish spending limits and clarify approval criteria. For example,
under a policy implemented in 2016, HHS restricted the amount of unspent funds states
can accrue for each year of a demonstration, and has also reduced the amount of
unspent funds that states can carry forward to new demonstrations. For 10
demonstrations it has recently approved, HHS estimated that the new policy has
reduced total demonstration spending limits by $109 billion for 2016 through 2018, the
federal share of which is $62.9 billion. These limits reduce the effect, but do not
specifically address all, of the questionable methods and assumptions that GAO has
identified regarding how HHS sets demonstration spending limits. To fully address the
recommendations, HHS must update its written policy to reflect the criteria and
processes used for determining spending limits. HHS expects to release additional
guidance later in 2018 that may address GAO's concerns.

8. What obligations do states have to collect and report data from managed care
organizations {MCO)?

Federal law requires states to collect and report to CMS managed care enrollee
encounter data as specified by the Secretary of HHS.?' In 2010, Congress added to this
provision a requirement for states to report additional data elements that the Secretary
deems necessary for program integrity oversight and administration, which states may
report through CMS's new repository of national Medicaid data—the Transformed
Medicaid Statistical Information System (T-MSIS).%

®See GAO, Medicaid and SCHIP: Recent HHS Approvals of Demonstration Waiver Projects Raise Concems, GAO-
02-817 (Washington, D.C.: July 12, 2002).

2%5ee GAO, Medicaid Demonstration Waivers: Approval Process Raises Cost Concems and Lacks Transparency,
GAO-13-384 {Washington, D.C.: June 25, 2013).

2'See 42 U.S.C. §§ 1396b(r)(1)(F) and 1396b(i)(25).

2See Patient Protection and Affordable Care Act, Pub. L. No. 111-148, § 6504, 124 Stat. 119, 776 (2010). To enforce
these requirements, CMS may withhold federal matching payments for the use, maintenance or modification of
automated data systems from states that fail to report required data. See 42 C.F.R. § 433.120 (2017). Additionally,
CMS may withhold federal matching payments for medical assistance to managed care enrollees for whom states fail
to report required encounter data. See 42 U.S.C. § 1396b(i)(25) and 42 C.F.R. § 438.818 (2017).
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T-MSIS is designed to capture significantly more data from states and MCOs than
previously collected, which should provide CMS and states with information to enhance
their oversight efforts. Specifically, among other new information, T-MSIS requires states
to report a new data file on managed care. The managed care file includes more
detailed information on MCOs, such as type and name of managed care plans, covered
eligibility groups, service areas, and reimbursement arrangements. In addition to
identifying which MCOs are reporting encounter data as required, this file could help
CMS’s oversight by allowing the agency to identify excess plan profits and volatility of
expenditures for some beneficiary groups across states.

CMS has issued guidance and other information to states on their data collection,
validation, and reporting responsibilities. For example, CMS defines and periodically
updates the required T-MSIS data elements and reporting formats through the T-MSIS
data dictionary and provides supplementary guidance and best practices for states’
encounter data activities on a website, the T-MSIS Coding Blog. Additionally, CMS
announced specifications for reporting the expanded set of data through T-MSIS in a
2013 state Medicaid Director letter. However, as of December 2017, GAQ has reported
that theadata collected by states GAO reviewed was not complete or comparable across
states.?

In May 2016, CMS issued a managed care rule that included new reporting
requirements, among other things. For example, states must validate that encounter
data submitted by an MCO to the state are a complete and accurate representation of
services provided to beneficiaries, and states must report to CMS after each MCO
contract year an assessment of encounter data reporting by each MCO, among other
topics. The rule also implements requirements that should improve the integrity of
managed care data, such as independent audits of the encounter and financial data
submitted by MCOs at least once every 3 years. However, the audits and annual
assessments have not yet begun, and the validation requirement only became
applicable recently—for contracts that began on or after July 1, 2017—so it is too early
to know their actual impact on oversight.

9. Are the current reporting requirements sufficient, or are further steps necessary
to compe! compliance with current reporting regulations?

GAO has not conducted a systematic assessment of Medicaid program reporting
requirements. However, GAO’s work does show examples of areas where additional
reporting would be beneficial to improving oversight. Some examples include the
following:

Bsee GAO, Medicaid: Further Action Needed to Expedite Use of National Data for Program Oversight, GAO-18-70
(Washington, D.C.: Dec. 8, 2017).
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* GAO has reported on the need for CMS to take steps to ensure that states report
accurate and complete information on all sources of funds they use to finance the
nonfederal share.?* HHS disagreed with and has not addressed GAO's
recommendation. However, taking action is especially important because GAO'’s
work has identified increased use of provider taxes and transfers from local
government to finance the states’ share of supplemental payments, which,
although allowed under federal law, effectively shift Medicaid costs from the
states to the federal government.

» GAO has made four recommendations to improve the reporting and use of data
on the provision of personal care services—which are at a high risk for improper
payments, including fraud.?® CMS agreed with these recommendations and has
implemented two. GAO maintains that taking action on the remaining two
recommendations—ensuring state compliance with reporting requirements, and
developing plans to use data for oversight—is important given that GAO's work
has found that the data CMS collects to monitor the provision of these services
were often not timely, complete, or consistent.

GAO has begun work on a request that, in part, asks GAO to consider how program
reporting requirements might be duplicative or outdated, and whether there are ways to
streamline state reporting. GAO anticipates issuing the resuits of this work in 2019.

10. Has CMS ever withheld any federal funding from states that failed to comply with
their obligation to collect and report MCO data to CMS?

GAQO is not aware of any cases where CMS has withheld federal funds for these
reasons; however, it has not been a focus of GAQO’s audit work.

11. What efforts, if any, is CMS undertaking to increase transparency and ensure that
MCOs are spending taxpayer dollars properly and efficiently?

%gee GAO, Medicaid Financing: States’ Increased Refiance on Funds from Health Care Providers and Local
Governments Warrants Improved CMS Data Collection [Reissued on March 13, 2015}, GAO-14-627 (Washington,
D.C.: July 29, 2014).

25See GAO, Medicaid: CMS Needs Better Data to Monitor the Provision of and Spending on Personal Care Services,
GAO-17-169 (Washington, D.C.: Jan. 12, 2017).
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In July 2018, GAO reported that while CMS has initiated efforts to assist states with
program integrity oversight for managed care, some efforts have been detayed and GAO
identified gaps in oversight.?® In that report, GAO reported the following:

* CMS established a new approach for conducting managed care audits; however,
only a few audits have been conducted, with none initiated in the past 2 years. In
part, this was due to impediments identified by states such as the lack of needed
provisions in MCO contracts.

* CMS has updated standards for its periodic review of state capitation rates set for
MCOs; however, overpayments to providers by MCOs were not consistently
accounted for when determining future state payments to MCOs, which can result in
states’ payments to MCO’s being too high.

GAO also has recommended actions CMS could take to ensure transparency and
oversight of MCOs. GAO recommended that CMS (1) expedite issuing planned
guidance on Medicaid managed care program integrity, (2) address impediments to
managed care audits, and (3) ensure states account for overpayments in setting future
MCO payment rates.?” HHS agreed with GAO’s recommendations; GAO will monitor the
department’s efforts to address them.

In June 2018, CMS announced its new planned Medicaid program integrity strategy. The
information about this new strategy briefly describes several new and enhanced
initiatives intended to create greater transparency in and accountability for Medicaid
program integrity and reduce improper payments. Some of the new initiatives CMS plans
to undertake inciude

s implementing targeted audits of some states’ MCO financial reporting to include a
review of high-risk vulnerabilities;

e optimizing T-MSIS data to allow it to be used for advanced analytics; and
s centralizing provider screening on a voluntary basis.
GAO wili continue to monitor the agency’s current, ongoing, and future efforts to oversee

MCOs.

Administrator Verma has expressed an interest in rolling back the managed care
rule announced in May 2016. What impact would this roll back have on CMS’s
ability to collect data from managed care organizations?

%35ee GAO, Medicaid Managed Care: Improvements Needed to Better Oversee Payment Risks, GAO-18-528
{Washington, D.C.: July 26, 2018).

2TSee GAO-18-528,
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The Managed Care Rule, issued in May 2016, updated existing provisions and added
new requirements that could strengthen the integrity of managed care payments. The
following are examples of the updated provisions and new requirements under the rule:

s States must arrange for an indepéndent audit of the accuracy, truthfulness, and
completeness of the encounter and financial data submitted by MCOs, at least once
every 3 years.

s Through contracts with MCOs, states must require MCOs to have a mechanism
through which providers report and return overpayments to the MCOs. States must
also require MCOs to promptly report any identified or recovered overpayments—
specifying those that are potentially fraudulent—and submit an annual report on
recovered overpayments to their state. States must use this information when setting
actuarially sound capitation rates.

e Through contracts with MCOs, states must also require MCOs to report specific data,
information, and documentation. In addition, the MCO's chief executive officer or
authorized representative must certify the accuracy and completeness of the
reported data, information, and documentation.

» State agencies must have monitoring systems that address all aspects of the
managed care program, including information systems for encounter data reporting
and program integrity, among other things. States must submit to CMS no later than
180 days after each contract year a report assessing a range of areas including
encounter data reporting by each MCO, financial performance, and availability of
services,

It is too early to know whether the rule will assure better oversight of MCO payments to
providers and the data used to set future capitation rates, as the above requirements
only recently became applicable—for contracts starting on or after July 1, 2017. That
said, GAO’s work has shown that oversight of managed care is currently lacking, which
is concerning given the growth in managed care spending. The data collection and
verification requirements in the rule are a promising step, especially since GAO and
others have found that the data states are required to submit to CMS have, at times,
been incomplete or have not been reported at all, particularly managed care encounter
data.® If fully implemented, the rule may help with the identification and removal of
overpayments and unallowable costs from the data used to set future capitation rates.

283ee GAO, Medicaid: Program Oversight Hampered by Data Challenges, Underscoring Need for Continued
Improvements, GAQ-17-173 (Washington D.C.: Jan. 6, 2017); and HHS-OIG, Not All States Reported Medicaid
Managed Care Encounter Data as Required, OEI-07-13-00120 (Washington, D.C.: July 2015).
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13. In the event that the managed care rule is rolled back, how might CMS move
forward with ensuring the integrity of Medicaid?

CMS needs to take fundamental actions in three key areas to strengthen Medicaid
oversight and better manage program risks:

1.

Improve data. CMS needs to make sustained efforts to ensure that the data collected
through T-MSIS are timely, complete, and comparable from all states, and useful for
program oversight. This is particularly relevant to managed care as the managed
care file in T-MSIS includes detailed information on MCOs, such as type and name
of managed care plans, covered eligibility groups, service areas, and reimbursement
arrangements. In addition to identifying which MCOs are reporting encounter data as
required, this file could help CMS’s oversight by allowing the agency to identify
excess plan profits and volatility of expenditures for some beneficiary groups across
states. Data are also needed for oversight of supplemental payments and ensuring
that demonstrations are meeting their stated goals.

Target fraud. CMS needs to conduct a fraud risk assessment for Medicaid, and
design and implement a risk-based antifraud strategy for the program. A fraud risk
assessment allows managers to fully consider fraud risks to their programs, analyze
their likelihood and impact, and prioritize risks. Managers can then design and
implement a strategy with specific contro! activities to mitigate these fraud risks, as
well as design and implement an appropriate evaluation. Through these actions,
CMS couid better ensure that it is addressing the full portfolio of risks and
strategically targeting the most-significant fraud risks facing Medicaid.

Collaborate. Oversight of the Medicaid program could be further improved through
leveraging and coordinating program integrity efforts with state agencies, state
auditors, and the HHS inspector General. Collaborative audits—in which CMS's
contractors and states work in partnership to audit Medicaid providers—are one
beneficial collaborative approach. CMS has expanded the federal-state collaborative
audits beyond fee-for-service, and has begun to engage states to participate in
collaborative audits of MCOs and providers under contract to MCOs. in May 2018,
GAO reported that collaborative audits of providers under contract to MCOs in three
states identified substantial potential overpayments. Expanding collaborative audits
in managed care will require commitment from and coordination with states. GAO
has also found that state auditors and the HHS Inspector General offer additional
oversight and information that can help identify program risks. For example, state
auditors have conducted program integrity reviews to identify improper payments
and deficiencies in the states’ processes used to identify them. GAO believes that
these reviews could provide insights into program weaknesses that CMS could fearn
from and potentially address nationally.

13



195

Enclosure

GAO Response to Hearing Questions
Chairman Johnson and Ranking Member McCaskill
Committee on Homeland Security and Governmental Affairs, United States Senate
June 27, 2018, hearing entitled
“Medicaid Fraud and Overpayments: Problems and Solutions”

14. What is the current state of the T-MSIS database? When will CMS be prepared to
launch the database and grant access to states?

As of June 2018, CMS reported that all states, the District of Columbia, and Puerto Rico
were submitting T-MSIS data; however, the agency’s efforts to ensure T-MSIS data
comparability and quality are still evolving. Further, the agency has yet to articulate a
specific plan and specific timeframes for using these data for program oversight. In a
January 2017 report, GAO noted that without an improved focus on ensuring the
accuracy of data—and setting priorities for the data that are most likely to improve
program oversight—the effectiveness of T-MSIS could not be assured. GAO
recommended that CMS take immediate steps to assess and improve the data available
for Medicaid program oversight, including, but not limited to, T-MSIS data.?® HHS agreed
with this recommendation and noted in July 2018 that CMS has shifted its T-MSIS efforts
to assessing and improving the quality of T-MSIS data, and expressed its commitment to
working with states on improving their data submissions. These efforts are ongoing, and
this recommendation remains open.

in a subsequent December 2017 report, while acknowledging the progress made in
states’ reporting of T-MSIS data, GAO identified concerns regarding the completeness of
T-MSIS data across states, as well as the absence of an agency plan and related
timeframes for using these data for program oversight.** GAO recommended that CMS,
in partnership with the states, take additional steps to expedite the use of T-MSIS data
for program oversight. Such steps should include, but are not limited to

s obtaining complete information from all states on unreported T-MSIS data elements
and their plans to report applicable data elements;

» identifying and sharing information across states on known T-MSIS data limitations
to improve data comparability; and

s implementing mechanisms, such as the Learning Collaborative, by which states can
collaborate on an ongoing basis to improve the completeness, comparability, and
utility of T-MSIS data.

GAO also recommended that CMS establish specific plans and associated time frames
for using T-MSIS data for oversight. While HHS agreed with GAO's recommendations in
these areas, and reported plans to outline a timeline for sharing T-MSIS data, CMS has
not implemented the recommendations. GAO will continue to monitor CMS’s progress
and actions the agency takes to address them.

¥See GAQ, Medicaid: Program Oversight Hampered by Data Chalfenges, Underscoring Need for Continued
Improvements, GAQ-17-173 (Washington, D.C.: Jan. 8, 2017).

¥See GAO-18-70.
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15. How many states are reporting the required T-MSIS data?

CMS noted that as of June 2018, all states, the District of Columbia, and Puerto Rico
were submitting T-MSIS data. CMS added that it monitors ongoing monthly T-MSIS data
submissions and works with the remaining U.S. territories not yet submitting data.
However, as GAO reported in December 2017, concerns regarding the completeness
and comparability of data across states remain.* in the 2017 report, GAO made several
recommendations to CMS to improve the completeness and comparability of T-MSIS
data; these recommendations remain open. Implementing the recommendations would
help address the completeness and comparability concerns that GAO identified, which
include the following.

» Completeness. GAO reported that six selected states in its review did not report
80 to 260 of the nearly 1,400 T-MSIS elements. The selected states provided a
range of reasons for not reporting T-MSIS data elements, including that certain
elements were contingent on federal or state actions; were too costly to report; or
in some cases, were not applicable to their Medicaid programs and therefore
were not required. Although CMS requires states to report all T-MSIS data
elements applicable to their program, CMS officials said they did not specify a
reporting deadline for states, and selected states’ documentation to CMS did not
always include the reasons they did not report certain elements, or whether or
when they planned to report them.

« Comparability, GAO also reported concerns about the comparability of T-MSIS
data across states that may limit the data's usefulness for oversight. Officials
from most selected states cited the benefit of a national repository of T-MSIS
data. Such a repository would allow them to compare their Medicaid program
data—such as spending or utilization rates—to other states and potentially
improve their oversight. However, concerns about comparability of the data make
some states hesitant to use the data in this manner.

16. What is being done with that data now? Is it being used, or able to be used by
CMS in its current form?

in July 2018, CMS noted that it had shifted its T-MSIS efforts to assessing and improving
the quality of T-MSIS data, and expressed its commitment to working with states on
improving their data submissions. As part of this effort, CMS identified 12 Top Priority
ltems (TP!) for post-production data quality that all states should address.* CMS toid

*1See GAO-18-70.

32Examples of the 12 TP include “Reasonableness of Eligible Counts,” under which CMS compares the number of
beneficiaries reported in T-MSIS to other Medicaid enroliment data; and “Linking Providers from Claims to Provider
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GAO that it reviews a state's data quality issues in these 12 areas and then works with
the state on addressing them. The agency plans to expand its data quality monitoring
review to be more comprehensive following discussions with a Technical Evaluation
Panel to be held this summer.

CMS also noted in July 2018 that it reviews T-MSIS data using two data quality
methods. The first is the T-MSIS system business rules review, which displays the
results of the basic edits and identifies the obvious errors as the data are processed on
the T-MSIS operational dashboard.®® States are expected to address errors identified by
the system business rules review. The second method reviews each state’s data through
inferential validation, which looks at patterns in the state’s data and identifies “warnings”
where data elements fall outside of a normal range. CMS told us that it is sharing these
data quality results with states during meetings as part of its ongoing data quality
monitoring efforts and expects states to make corrections to address identified issues.

CMS continues to focus on efforts to improve the quality of T-MSIS data. In August
2018, CMS released a State Health Official letter noting that it expects states to resolve
identified data quality issues related to the 12 TPI no later than 6 months of the letter's
release. Further, CMS reported that it will request a corrective action plan from states
that are unable to resolve issues identified with respect to the 12 TPis within the 6 month
timeframe. According to the letter, CMS wili expand the data quality review from the 12
TPIs to a more comprehensive data quality approach later during 2018 and has set a
timeframe of calendar year 2019 to have T-MSIS research-ready files available. Until
these efforts are further along, the usefuiness of T-MSIS data for CMS and state
oversight efforts are limited. Further, as we reported in December 2017, CMS has yet to
fully articulate specific plans for how it will use these data for oversight purposes. This
remains the case today.

Files,” under which CMS identifies providers included on T-MSIS claims files {Inpatient, Long-Term Care, Pharmacy
and Other) that are not found in the T-MSIS Provider file.

33paccording to CMS, basic edits may include checking for valid data types (character, numeric, etc.) and valid data
values.
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The Honorable Ron Johnson

Chairman

Comumittee on Homeland Security
and Governmental Affairs

United States Senate

Washington, DC 20510

Dear Chairman Johnson:
I am writing in response to questions for the record from Ranking Member McCaskill following
my testimony before the Committee on Homeland Security and Governmental Affairs on June

27,2018, at the hearing entitled “Medicaid Fraud and Overpayments: Problems and Solutions.”

If you have any questions, please contact me, or your staff may contact Christopher Seagle,
Director of External Affairs, at 202-260-7006 or Christopher.Seagle@oig.hhs.gov.

Sincerely,
HETICEEA b= = Ny
Brian P. Ritchie

Assistant Inspector General

Enclosure: -
Responses to Questions for the Record
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HHS OiG response to Post-Hearing Questions for the Record from Senator McCaskill
Submitted to Brian P. Ritchie

“Medicaid Fraud and Overpayments: Problems and Solutions”

PRE-EXISTING CONDITIONS — OVERALL IMPACT

When enacted in 2010, the Affordable Care Act (ACA) reformed the health insurance market.
These reforms eliminated annual and lifetime caps, required free preventive services,
guaranteed coverage of maternity care, and allowed children to stay on their parents’
insurance until age 26. Most importantly, for the first time, the ACA required insurance
companies to provide health insurance to everyone, regardless of their medical conditions.
Under the ACA, insurance companies were prohibited from charging individuals more based
on their health status.

Unfortunately, Republicans want to return to a health care system where insurers are free to
deny people coverage for medical care when they need it most. A group of Republican
Attorneys General have challenged the constitutionality of the ACA and the Department of
Justice has said that they would no longer defend key provisions of the law.

1. If the Republicans are successful in challenging the constitutionality of the ACA, and
the protections for individuals with pre-existing conditions are eliminated as a resuit,
what impact will this have on as many as 130 million adults living with pre-existing
conditions?

Our marketplace work, https://oig.hhs.gov/reports-and-publications/aca/, focused on
topics related to HHS dollars and operations (for example, establishment grants,

advance premium tax credits, and eligibility). We have not conducted work related to
the Affordable Care Act {ACA} provision regarding coverage for individuals with pre-
existing conditions. We therefore do not have any findings or recommendations
relevant to the pre-existing condition requirements.

2. Allowing insurance companies to again discriminate on the basis of pre-existing
conditions would create havoc on the health sector. Has the Department of Health
and Human Services (HHS) Office of Inspector General (O1G} initiated any investigative
work to examine the effects of removing pre-existing condition protections? Does
HHS OIG intend to investigate this matter?

Our marketplace work, https://oig.hhs.gov/reports-and-publications/aca/, focused on
topics related to HHS dollars and operations {for example, establishment grants,
advance premium tax credits, and eligibility). We have not initiated work related to pre-

existing condition protections. We have no plans to investigate this matter. We typically
do not conduct reviews of the potential impact of pending changes but rather review

1
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programs as currently operating to ensure that they are meeting intended objectives.
All new work is evaluated as part of our normal work planning process and undergoes a
risk assessment and legal analysis to ensure we have jurisdiction.

PRE-EXISTING CONDITIONS ~ ENERGY AND COMMERCE REPORT

Republicans want to return to a time when insurance companies could discriminate against
peopie based on their past medical conditions. Prior to the passage of the ACA, insurance
companies could refuse to provide health insurance to any one ~ even children - because of
their past medical history. Alternatively, insurers could offer individuals a skimpy policy and
refuse to cover any medical treatment for a disclosed pre-existing condition. Finally, if an
individual made one mistake on their forms -~ even a clerical mistake ~ insurers could rescind
an individual’s health insurance coverage when a person needed it the most.

In 2010, the House Energy and Commerce Committee investigated the extent of coverage
denials and exclusions for pre-existing conditions in the individual health insurance market.
The report analyzes data from the four largest for-profit health insurance companies, Aetna,
Humana, UnitedHealth Group, and WellPoint. In the three years prior to the passage of
heaith reform, these four insurance companies denied over 600,000 individuals coverage
because of pre-existing conditions.

3. if companies are allowed to deny health insurance coverage to individuals based on
pre-existing conditions, is it likely that the four largest health insurers and others will
deny coverage to more than half a million people based solely on pre-existing
conditions?

Please see our response to question 1.

4. On average, the four companies denied coverage to one out of every seven applicants
based on a pre-existing condition. if we removed the protections of the ACA, what
would happen to those people with pre-existing conditions?

Please see our response to question 1.

5. The committee obtained a list of over 400 medical diagnoses that triggered a
permanent denial of health insurance coverage to applicants. Can you explain your
understanding of the types of medical conditions that used to trigger permanent
denials of insurance?

Please see our response to question 1.
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Pre-existing conditions that health insurers routinely declined to cover included, “[a]ny
applicant who is a surgical candidate,” “[a]ny female applicant currently pregnant,” and
“[alny applicant with a BMIi [body mass index] of 39.0 or greater.”

6. If companies are allowed to decline coverage for pre-existing conditions once again, is
it likely that individuals with the conditions listed above will be denied coverage?

Please see our response to question 1.

T-MSIS

HHS OIG previously testified that “a quality national Medicaid dataset is essential to states’
and the Federal Government’s ability to effectively and collaboratively administer and ensure¢
the integrity of Medicaid.” To accomplish this, HHS OIG recommended that CMS set a
deadline for when national T-MSIS data will be available for muiti-state program integrity
efforts.

7. As of August 2017, CMS had yet to outline how best to use T-MSIS data for program
monitoring, oversight, and management. Has CMS articufated a specific plan and
associated time frame for using T-MSIS data for oversight as GAO recommended?

To OIG’s knowledge, CMS has not publicly articulated a specific time frame. The 2013
0IG recommendation that CMS establish a deadline for when T-MSIS data will be
available for program analysis and other management functions remains open. We
continue to follow up with CMS to monitor the status of this recommendation and
promote its impiementation. OIG notes that in June 2018, CMS announced efforts it is
taking to improve program integrity in the Medicaid program. CMS'’s strategy is
outlined here: https://www.medicaid.gov/state-resource-center/downloads/program-

integrity-strategy-factsheet,pdf.

8. With the full implementation of T-MSIS as recommended, how much of a reduction in
improper payments and fraud can we expect to see?

Having quality, useable national T-MSIS data is essential for program integrity and for
CMS’s, States’, OIG’s, and others’ efforts to prevent, detect, and respond to fraud,
waste, and abuse. While we cannot project exactly how many dollars may be saved
through prevention of improper payments and fraud and through audit and
investigative recoveries, we expect the positive return on investment to be substantial.
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PRIVATE HEALTH INSURANCE

Data on Application and Coverage Denials

What GAO Found

The available data indicated variation in application denial rates, and there are
several issues to consider in interpreting those rates. Nationwide data
collected by HHS from insurers showed that the aggregate application denial
rate for the first quarter of 2010 was 19 percent, but that denial rates varied
significantly across insurers. For example, just over a quarter of insurers had
application denial rates from 0 percent to 15 percent while another quarter of
insurers had rates of 40 percent or higher. Data reported by Maryland—ihe
only of the six states in GAQ’s review identified as collecting data on the
incidence of application denials—indicated that variation in application denial
rates across insurers has occurred for several years, with rates ranging from
about 6 percent to over 30 percent in each of 3 years. The available data
provided little information on the reasons that applications were denied.
There are also several issues to consider when interpreting application denial
rates. For example, the rates may not provide a clear estimate of the number
of individuals that were ultimately able to secure coverage, as individuals can
apply to multiple insurers, and the rates do not reflect applicants that have
been offered coverage with a premium that is higher than the standard rate.

The available data from the six states in GAQ’s review and others indicated
that the rates of coverage denials, including rates of denials of
preauthorizations and claims, also varied significantly. The state data
indicated that coverage denial rates varied significantly across states, with
aggregate rates of claim denials ranging from 11 percent to 24 percent across
the three states that collected such data. In addition, rates varied significantly
across insurers, with data front one state indicating a range in claim denial
rates from 6 percent to 40 percent across six large insurers operating in the
state. There are several factors that may have contributed to the variation in
rates across states and insurers, such as states varying in the types of denials
they require insurers to report. The data also indicated that coverage denials
occurred for a variety of reasons, frequently for billing errors, such as
duplicate claims or missing information on the claim, and eligibility issues,
such as services being provided before coverage was initiated, and less often
for judgments about the appropriateness of a service. Further, the data GAO
reviewed indicated that coverage denials, if appealed, were frequently
reversed in the conswmner’s favor. For example, data from four of the six states
on the outcomes of appeals filed with insurers indicated that 39 percent to
59 percent of appeals resulted in the insurer reversing its original coverage
denial. Data from a national study conducted by a trade association for
insurance companies on the outcomes of appeals filed with states for an
independent, external review indicated that coverage denials were reversed
about 40 percent of the time.

GAO provided a draft of the report to HHS and the Department of Labor
(DOL). HHS agreed with GAQ's findings, noting the need to improve the
quality and scope of existing data, and suggested clarifications, which were
incorporated. HHS and DOL also provided technical comments, which were
incorporated as appropriate.

United States Government Accountability Office
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United States Government Accountability Office

Washington, DC 20548

March 16, 2011

The Honorable Kathleen Sebelius
Secretary of Health and Human Services

The Honorable Hilda L. Solis
Secretary of Labor

A large majority of Americans—nearly 64 percent as of 2009—rely on
private insurance for health care coverage, most through employer-
sponsored group health coverage.’ With the enactment of the Patient
Protection and Affordable Care Act (PPACA) in March 2010,° enrollment
in private health insurance could expand significantly, particularly for
individuals and families that do not have access to group coverage through
their employer. While there are certain federal requirements protecting
against the denial of applications for enrollment for individuals eligible for
group coverage, until PPACA is fully implemented, these protections do
not apply to some consumers seeking individual coverage from private
health insurers.® In addition, once consumers are enrolled in either group
or individual coverage, coverage can be denied for specific medical
services, either through a denial of authorization of a service before it bas
been provided or payment for a service that has been delivered.’ There are
some national data on the extent to which applications for enrollment are
being denied; however, there is not yet any corprehensive, national
information on the extent to which coverage for medical services is being
denied when consumers seek health care. The federal government plans to

'Private heaith insurance includes all forms of health insurance that are not funded by the
government and may be purchased on an individual or group basis.

*Pub. L. No. 111-148, 124 Stat. 119 (Mar. 23, 2010), as amended by the Health Care and
Education Reconciliation Act of 2010, Pub. L. Ne, 111-152, 124 Stat, 1029 (Mar. 30, 2010).

*Throughout this report, the term “insurer” refers to commercial, state-licensed issuers of
health insurance coverage and enfities such as health maintenance organizations (1IMQ),
Insurers can offer coverage in the group market, individual market, or both. In this report,
the term “insurer” does not include self-funded group health plans where instead of
purchasing health insurance from an insurance company an employer sets aside its own
funds to pay for at least some of its employees’ health care.

*“Throughout this report, we reler to dentals of authorization for services not yet provided

as “preauthorization denials” and denials of payment for services rendered as “claim
denials.”
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collect additional information on the extent of denials of applications for
enrollment and coverage for medical services and the reasons for those
denials, with the intent to make it easier for consumers to shop for
coverage. According to experts, those data may also help with government
oversight of private health insurance.

Oversight of private health insurance has been a responsibility of state
departments of insurance, and states vary in what they require of insurers
and the degree to which they track insurers’ activities, including the extent
to which insurers are denying applications and coverage. The federal
government’s role in the oversight of private health insurance has
included, for example, the establishment of certain consumer protections
for states to enforce. It also includes oversight of employer-based
coverage performed by the Department of Labor (DOL). However, the
federal government'’s role has expanded with the enactment of PPACA.
PPACA required the Department of Health and Human Services (HHS) to
begin collecting, monitoring, and publishing information on health
insurance products. HHS began publishing data from insurers on denials
of applications for enrollment in October 2010 and intends to collect data
in the future on denials of coverage for medical services.

PPACA directed us to study denials of applications for enrollment and
coverage for medical services by considering samples of data related to
such denials, including the reasons for the denials and favorably resolved
disputes resulting from the denials.” Specifically, we reviewed (1) the data
available on denials of applications for enrollment and (2) the data
available on denials of coverage for medical services.

To describe the data available on denials of applications for enroiment—
referred to as application denials in this report-—we reviewed federal,
state, and other data including data on the rates of and reasons for such
denials. First, we reviewed data recently collected by HHS from 459
insurers operating in the individual market in all 50 states and the District
of Columbia.’ The data included application denial rates by insurer for a
3-month period—January through March—in 2010.” To supplement the

*PPACA also directed that we submit our report to the Secretaries of HHS and DOL. Pub, L.
Ne. 111-148, § 10107, 124 Stat. 911-2.

®The data were reported by state-licensed health insurers offering coverage in the
individual market.

"This is the only quarter of data that HHS had collected as of December 2010.
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single calendar quarter of HHS data, we contacted insurance department
officials in six states regarding data on application and coverage denials.?
The six states include all the states identified by experts and in the
literature as states that collect data from insurers on the incidence of
application denials, coverage denials, or both. Because we did not survey
all states to determine whether they collect data on the incidence of
application or coverage denials, or both, there may be other states that
collect such data that were not known to experts or discussed in the
literature.” Of the six states, we identified one, Maryland, that collected
data on application denials. We reviewed data from Maryland for 2008,
2009, and the first half of 2010 on the rate of application denials by
insurers operating in the individual market in that state. (See app. I for
more information about our methodology for selecting states and the state
data we reviewed.) We also conducted a structured literature review to
identify studies related to application and coverage denials.” We
determined that a study was directly relevant to our objective on
application denial data if it included empirical analyses of the [requency of
application denials. Through our review, we identified four studies that
met our criteria. Two of these four studies, produced by America’s Health
Insurance Plans (AHIP), included data on application denial rates in 2006
and 2008, and we reviewed those data. (See app. Il for a description of the
literature review methodology and the list of studies identified through the
review.) Finally, we interviewed officials from HHS, Maryland, and AHIP
about factors to consider when interpreting the data. We also interviewed
officials from three large insurance companies about the data they collect
on application denials."

®The six states we selected o contact were California, Connecticut, Florida, Maryland, New
York, and Ohio.

“For example, through the course of our work, we found that Texas requires certain
insurers to report on the number of requesis for preauthorization of coverage for proposed
services that insurers declined,

10 conduct this review, we searched a number of reference databases, such as EconLit
and Sociat SciSearch, for peer-reviewed, industry, or government studies published from
January 2000 through July 2010. In addition, we checked the bibliographies of the studies
and interviewed a number of experts regarding the research done on private health
insurance denials to identify other relevant studies.

The insurance companies we contacted offered caverage in both the individual and group

markets and, according to AFIP, were among the 10 targest by enroliment, together
accounting for nearly 26 million enrollces.
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To describe the data available on denials of coverage for medical
services—referred to as coverage denials in this report—we reviewed
state and other data, including data on the rates of and reasons for denials
and the outcomes of appeals related to denials, such as disputes resolved
in favor of consumers. First, of the same six stafes we contacted regarding
application denial data, we reviewed the most recent year of data available
on the rate of coverage denials from the four that reported collecting such
data.” Second, we reviewed data on the outcomes of appeals related to
coverage denials from all of the six states for the most recent year
available. We also interviewed officials {rom departments of insurance and
other departments involved in overseeing insurance or responding to
appeals in the six states about considerations for interpreting the data. To
supplement the information from selected states, we reviewed data
reported by 49 states and the District of Columbia to the National
Association of Insurance Commissioners (NAIC) on the number of
complaints related to coverage denials resolved in 2009 and the reasons
for and outcomes of those complaints.” We also reviewed information on
the outcomes of complaints and appeals submitted by 35 states and the
District of Columbia to HHS in applications for Consumer Assistance
Program grants." As part of our literature review, we identified studies
that included empirical analyses of the frequency of coverage denials, the
reasons for such denials, the frequency of appeals of coverage denials, or
the outcomes of such appeals. Through the review, we identified annual
studies produced by the American Medical Association (AMA) im 2008,
2009, and 2010 that included data on the incidence and reasons for claim

“The data obtained from states on the incidence of coverage denials were not broken out
by the types of medical services being denied.

YState regulators established NAIC to help promote effective insurance regulation, to
encourage uniformity in approaches to regulation, and to help coordinate states’ activities.
Among other activities, NAIC collects data from state regulators on insurers, inchiding
complaints about insurer practices filed by consumers with states. We requested NAIC to
provide us with data on the number of complaints reported by states that were related to
coverage denials. The complaint data did not include information on the type of service for
which coverage was denied.

“Under PPACA, $30 million was appropriated to the Secretary of HHS for the award of
federal grants to states to establish, expand, or provide support for offices of health
insurance consumer assistance or health insurance ombudsmen programs. Pub. L. No. 111-
148, § 1002, 124 Stat. 138. To receive these grants, called Consumer Assistance Program
grants, states must ensure that their programs assist consumers with such tasks as
enrolling in health coverage and filing complaints and appeals. In the applications for the
granis, HHS directed states to report on complaints and appeals. States varied in the data
they included in their application and the time frames for those data.
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denials. We reviewed data from the 2010 study and interviewed AMA
officials about factors to consider when interpreting the data. Finally, we
reviewed data from DOL on complaints related to coverage denials for
those with employer-sponsored coverage from fiscal year 2010, including
the number and value of financial recoveries made by the department on
behalf of consumers as a result of complaints.

To assess the reliability of the data we reviewed on the incidence of
application and coverage denials, the reasons for such denials, and the
outcomes of appeals and complaints related to those denials, we
interviewed federal, state, and other officials about their efforts to ensure
the quality of the data. This included discussing whether they required
insurers to certify the accuracy of data reported on the incidence of
application or coverage denials and what steps were taken to ensure the
quality of data tracked by states and DOL on the outcomes of appeals and
complaints related to denials. We also asked officials about the limitations
of the data and reviewed any statements about data limitations in
published reports of the data. We determined the data to be sufficiently
reliable for the purposes of describing the (1) denial rates, (2) reasons for
denials, and (3) outcomes of appeals related to denials indicated by the
data; where relevant we stated the limitations of the data in the findings.

We conducted our performance audit from September 2010 through
January 2011 in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit objectives. We believe
that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.

Background

In 2009, approximately 156 million nonelderly individuals obtained health
insurance through their employer and another 16.7 million purchased
health insurance in the individual market. Of those with employer-
sponsored group health plans, in 2009, 43 percent were covered under a
fully insured plan where the employer pays a per-employee premium to an
insurance company.” The remaining 57 percent were covered under self-

*"Throughout this report, the term “group health plan” refers to employer-sponsored health
plans, including both fully insured and self-funded plans.
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funded plans where instead of purchasing health insurance from an
insurance company the employer sets aside its own funds to pay for at
least some of its employees’ health care.™

Application Denials

Application denials resuit when an insurer determines that it will not offer
coverage to an applicant either because the applicant does not meet
eligibility requirements or because the insurer determines that the
applicant is too high of a risk to insure, Underwriting is a process
conducted by insurers to assess an applicant’s health status and other risk
factors to determine whether and on what terms to offer coverage to an
applicant.

Many consumers are protected from having their application for
enrollment denied. Consumers who obtain health coverage through their
employment by enrolling in a group health plan sponsored by their
employer have certain protections against application denials. For
example, under federal law, individuals enrolling in group health plan
coverage are protected from being denied enrollment because of their
health status.'” Under federal law, insurers also generally are prohibited
from denying applications for individual health coverage for certain

1

'As of 2009, 85 percent of small employers, those with 3 to 190 employees, that offered
health benefits were fully insured while 88 percent of large employers, those with 5,000 or
more employees, offered self-funded plans. See The Kaiser Family Foundatjon and Health
Rescarch & Educational Trust, Employer Health Benefits: 2009 Annual Survey (2009).

¥Group heaith plans and health insurance issuers offering group coverage are prohibited
from implementing eligibility rules based on health-status-related factors defined as health
status, medical condition, claims experience, receipt of health care, medical history,
genetic information, evidence of insurability, or disability. See, for example, 42

U.S.C. § 300gg-1 (2006). PPACA extends this prohibition to health insurance issuers
offering coverage in the individual market for plan years beginning on or after January 1,
2014. Pub, L. No. 111-148, § 1201(4), 124 Stat. 156.

Health insurance issuers that offer coverage in the small group market in a state generally
are required to accept every smatl employer that applies for health coverage in that state.
In addition, issuers cannot deny an application for enrollment by individuals employed by
such employers due to health-status-related factors if the individuals apply when they are
first eligible. See 42 U.S.C. § 300gg-11 (2006). For plan years beginning on or after

January 1, 2014, PPACA requires health insurance issuers offering group or individual
coverage in a state to accept every employer and individual that applies for coverage in that
state, subject to certain requirements. Pub. L. No. 111-148, § 1201(4), 124 Stat. 156,
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individuals leaving group health plan coverage and applying for coverage
in the individual market.*

Currently, some consumers who apply for private health insurance
through the individual market can have their applications denied for
eligibility reasons or as a result of underwriting. For example, applications
filed by some consumers with preexisting health conditions can be denied,
unless prohibited by state or federal law.” Additionally, insurers may
accept the application but offer coverage at a premium level that is higher
than the standard rate or that excludes coverage for certain benefits. The
options for appealing application denials in the individual market can be
limited to filing a complaint with the state department of insurance.
However, in 35 states, individuals who—due to a preexisting health
condition—-have been denied enroliment or charged higher premiums in
the individual market are typically eligible for coverage through high-risk
health insurance pools (HRP).” Additionally, as required under PPACA,
individuals who have preexisting health conditions and have been

PHealth insurance issuers offering individual coverage are prohibited from denying
coverage for individuals who (1) have had at ieast 18 months of prior creditable coverage
with no break of more than 63 days; (2) have exliausted any available continuation of
coverage; (3) are uninsured and are not eligible for other group coverage, Medicare, or
Medicaid; and (4) did not lose group coverage because of the nonpayment of premiums or
fraud. See 42 U.S.C. § 300gg41 (2006). As referenced above, PPACA requires health
insurance issuers to guaraniee coverage to all individuals seeking coverage in that state for
plan years beginning on or after January 1, 2014, subject o certain requirements.

YAccording to data from the Kaiser Family Foundation, as of January 2010, six states have
guaranteed issue requirements that prohibit any insurer from denying coverage to an
individual based on their current medical conditions or risk of poor health. Another seven
states have guaranteed issue requirements that only apply to certain insurance plans or
during limited times during the year.

As referenced above, in certain cireumstances, federal law also protects consumers
seeking individual coverage from application denials. For example, health insurance
issuers cannot deny applications for eligible consumers who had prior group or other
coverage,

“See GAO, Health Fnsurance: Enrolbment, Benefits, Funding, and Other Characteristics
of State High-Risk Health Insurance Pools, GAO-L730R (Washington, D.C.: July 22, 2009).
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uninsured for 6 months are eligible for enrollment in a temporary national
HRP program.*

Coverage Denials

Coverage for medical services can be denied before or after the service
has been provided, either through denial of preauthorization requests or
denial of claims for payment. As a condition for coverage of some services,
providers or consumers are required to request authorization prior to
providing or receiving the service. Preauthorization denials occur when a
determination is made that (1) the consumer is not eligible to receive the
requested service, for example, because the service is not covered under
the individual's policy, or (2) the service is not appropriate, meaning that it
is not medically necessary or is experimental or investigational. Denials of
claims occur for various reasons. Claims may be denied for hilling reasons,
such as the provider failing to include a piece of required information on
the claim, such as documentation that the provider received
preauthorization for a service, or submitting a duplicate claim. Claims may
also be denied because of eligibility issues. For example, a claim may be
submitted for a service provided before an individual's coverage began or
after it was terminated, or a claini may be submitted for a service that has
been excluded from coverage under an individual’s policy. Another reason
for denials reported by some insurers is that the individual has not met the
cost-sharing requirements of his or her policy, such as the required
deductible. Finally, claim denials can occur when a determination is made
that the service provided was not appropriate, specifically that the service
was not medically necessary or was experimental or investigational.
Depending on the reason for a claim denial, either the provider or the
consumer may bear the financial responsibility for the denied coverage
amount. Claims that are denied because of such billing exrors as the
provider not providing a required piece of information can be resubmitted
and ultimately paid.

The temporary national HRP program will terminate in 2014. Pub. L. No. 111-148, § 1101,
124 Stat. 141. As referenced above, for plan years beginning on or after January 1, 2014,
PPACA prohibits health insurance issuers offering individual coverage from implementing
eligibility rules based on heaith status-related factors and requires health insurance issuers
offering individual coverage to accept every individual in the state who applies for
coverage, subject to certain requirements. In addition, PPACA prohibits group health plans
and insurers offering group and individual coverage from excluding coverage for pre-
existing health conditions. This prohibition is generally effective for plan years beginning
on or after January 1, 2014 for adulis and plan years beginning on or after Septe: 23,
2010 for individuals under age 19. Pub. L. No. 111-148, § 1201(2), 10103(e), (f), 124 Stat. 154,
895.
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For claim denials, the full claim may be denied or, if the claim contained
multiple lines, such as a surgery with charges for multiple procedures and
supplies, only certain lines of the claim may be denied. How insurers and
self-funded group health plans track claim denials and the reasons for
denials may vary. For example, AMA officials noted that there is no
guidebook for how reason codes should be assigned to claim denials.
Officials noted that denials are often assigned the code for the most
general reason even though the denial may be for a more specific reason.

Consumers have several avenues available to dispute coverage denials.
First, consumers can file an appeal of a denial with the insurer or self-
funded group health plan for review, referred to as an internal appeal,
Internal appeals can result in the denial being upheld or reversed. In
addition, consumers in most states can have their appeal reviewed by an
external party, such as an independent medical review panel established
by the state.” These appeals, referred to as external appeals, can also
result in denials being reversed and in states recovering funds for
consumers for the cost of the denied service. State external appeal options
may only be available once the consumer has exhausted the internal
appeal process or for consumers with certain types of coverage.
Historically, those with self-funded group health plans generally did not
have access to an external appeal process, but consumers could file suit
against a health plan in court to challenge a denial. PPACA, however,
required that group health plans, including self-funded plans, provide
access to an external appeal process that meets federal standards for plan
years beginning on or after September 2010.” Finally, conswners may file
complaints regarding coverage denials with the state, generally the
department of insurance, or, for those with group health plans, with DOL.

22.r‘\ccording to research compleied by AHIP, as of January 2006, 44 states and the District
of Cohumbia operated external review programs. Such programs are generally available to
consumers purchasing coverage from insurers regulated by states.

*inder PPACA and implementing regulations, group health plans and health insurance
issuers offering group or individual coverage, subject to certain exceptions, must comply
with a state external review process that, at a minimum, includes consumer protections
identified in the NAIC Uniform External Review Mode} Act. If a state external review
process does not incorporate these consumer protections or a self-insured group health
plan is not required to comply with the state external review process, then the health plan
must follow a federal external review process. Pub. L. No. 111-148, $§ 1001(5), 10101{g),
124 Stat. 137, 887; Inierim Final Rules for Group Health Plans and Health Insurance
Issuers Relating 1o Internal Claims and Appeals and External Review Processes under
PPACA, 75 Fed. Reg. 43,330 (July 23, 2010).
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Filing a complaint can be a less formal mechanism for disputing a
coverage denial than filing an appeal; however, complaints can resuit in
reversals of denials and in financial recoveries for consumers.

State and Federal
Oversight of Private Health
Insurance

States have responsibility for regulating private health insurance, including
insurers operating in the individual market and the fully insured group
market. In overseeing insurer activity, states vary in the data they require
insurers to submit on denials and internal appeals of denials. According to
NAIC officials, few states require insurers to report data regularly on the
frequency of denials and internal appeals, and NAIC has not issued any
model laws or regulations that include requirements for insurers to report
such data. States also may use data on complaints and external appeals to
identify trends in the practices of insurers and target examinations of
specific insurers’ practices. Nearly all states and the District of Columbia
reguiarly report complaint data, which includes information on the
numbers of, reasons for, and outcomes of complaints, to NAIC.

Historically, the federal government’s role in oversight of private health
insurance has included establishing requirements [or states to enforce. For
example, the Health Insurance Portability and Accountability Act of 1996
(HIPAA) established consumer protections on access, portability, and
renewability of coverage.” In addition, with respect to group health plans,
the federal government enforces disclosure, reporting, fiduciary, and
claims-filing requirements under the Employee Retirement Income

*For example, with respect to those leaving group coverage and applying for coverage in
the individual market, HIPAA prohibited health insurance issuers from denying coverage
for individuals who (1) have had at least 18 months of prior creditable coverage with no
break of more than 63 days; (2) have exhausted any available continuation of coverage;

{(3) are uninsured and are not eligible for other group coverage, Medicare, or Medicaid; and
(4) did not lose group coverage because of the nonpayment of premiums or fraud. See

42 U.S.C. § 300gg-41 (2006).
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Security Act of 1974 (ERISA).” DOL conducts a number of efforts to
enforce the ERISA requirements. For exarnple, the department conducts
civil investigations that can result in corrective actions, such as monetary
recoveries for consumers who are enrolied in employment-based plans. In
addition to these formal methods, DOL also works to resolve complaints
filed with the department. These efforts are considered informal
resolutions, although complaints can also serve as a trigger for formal
enforcement actions.

PPACA expanded the federal oversight role by requiring HHS to begin
collecting, monitoring, and publishing data from certain insurers.
Specifically, PPACA required the establishment of an internet Web site
through which individuals can identify affordable health insurance
coverage options in their state.” To implement this requirement, in May
2010, HHS issued an interim final rule requiring insurers in the individual
and small group markets to submit data to HHS on their products,
including data on the number of enrollees, geographic availability of the
products, and customer service contact information, by May 21, 2010, and
annually after that.” In July 2010, HHS began publishing these data on the
new Web site, which is designed for individuals and small businesses to
obtain information on coverage options available in their state. In October
2010, HHS began posting additional data collected from insurers, including
data on the percentage of applications denied for each product offered in
the individual market. The interim final rule also required insurers to
submit other data, such as data on the percentage of claims denied in the
individual and small group markets, and the number and outcomes of

“ERISA established certain federal requirements that apply when employers offer their
employees, retirees, and dependents employee benefit plans that include health coverage,
retirernent plans such as pensions, and other benefits such as life insurance. See Pub. L.
No. 93406, 88 Stat. 829 (1974). ERISA requirements generally apply regardless of the size of
the business, although some requirements are streamlined for smaller employers. ERISA
imposes certain reporting and disclosure requirements, fiduciary obligations, and
requirements for claims-filing procedures. ERISA is enforced through DOL's Employee
Benefits Security Administration. PPACA expands upon ERISA’s requirements for claims-
filing precedures by applying new standards for internal claims appeals and for external
claims review processes, as referenced above. Pub. L. No. 111-148, §§ 1001(5), 10101{g),
137, 887,

“Pub. L. No. 111-148, §§ 1103, 10102(b), 124 Stat. 146, 892. The Web site is
www.healthcare.gov.

“Health Care Reform Insurance Web Portal Requirements, 75 Fed. Reg. 24,470 (May, 5,
2010).
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appeals of denials to insure, pay claims, and provide preauthorization, in
accordance with guidance to be issued by HHS. As of December 2010, HHS
had not issued any guidance on reporting these additional data.

Federal, State, and
Other Data Indicated
Variation in
Application Denial
Rates and Provided
Little Information on
the Reasons for
Denials

Nationwide data from HHS showed variation in application denial rates
across insurers operating in the individual market. Specifically, data
collected by HHS from 459 state-licensed insurers on the nuraber of
applications received and denied from January through March 2010
indicated that, while the aggregate rate of application denials was

19 percent nationally, the rate varied significantly across insurers. For
example, just over a quarter of insurers had application denial rates from 0
percent to 15 percent while another quarter of insurers had rates of

40 percent or higher.® However, the insurers with rates of 40 percent or
higher reported fewer applications. See table 1 for additional information
on the range in application denial rates across insurers.

Table 1: Range of Application Denial Rates among State-Licensed insurers, Based
on HHS Data, January-March 2010

Number of Number af
Application denial rates insurers reparting applications
{percentage of applications denied) rates in range® received”
Ot 15 132 499,239
161023 102 471,878
2410 39 113 230,846
40 or higher 112 57,923

Sourca: GAC analysis of HHS data,

*Data were reported to HHS by 450 state-ficensed insurers operating in 50 states and the District of
Columbia. Data on insurers opsrating in states with guaranteed issue requirements that prohibit any
insurer from denying coverage $o an individua! based on his or her current medical conditions or risk
of poor health were included in the analysis.

“Insurers were instructed to report the number of applications received for products offering
comprehensive medical coverage. HHS officials toid us that they identified instances where insurers
included data on applications for more limited products, such as one that covers only hospital
services. The application data may aiso inciude applications for products being soid for only a porlion
of the 3-month period.

‘The data indicated that two insurers had denial rates of 100 percent and each of these insurers
reporied teceiving one application in the 3-month reporting period.

*The data indicated that two insurers had denial rates of 100 percent and each of these
insurers reported receiving one application in the 3-month reporting period.
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HHS officials noted that the data the department collected on application
denials, which represent a single calendar quarter of applications, are only
a starting point. They told us that as insurers report additional quarters of
data, the value and usefulness of the data will increase. In addition,
officials said that they have taken steps to ensure the accuracy of the data
and noted that the accuracy of these data is critical to HHS, because no
other source of information on private health insurance has a complete
catalog of insurers operating in the individual market and what products
those insurers are selling.

Data reported by Maryland-—the only state we identified as collecting data
on the incidence of application denials—indicated that variation in
application denial rates across insurers operating in the state’s individual
market has occurred in that state for several years. Maryland data showed
that the range of application denial rates across insurers was

26 percentage points or more in each of three reporting periods, 2008,
2009, and the first half of 2010. (See table 2 {or the range in denial rates in
the data reported by Maryland.)

Table 2: Range in Application Denial Rates across Insurers Licensed in Maryland,
2008-20%0

Range in appiication Number of Aggregate

denial rates insurers Number of application

(per ge of  repr pplicati deniatl rate

Data year applications denied) in the data received (percentage)

2008 610 34 11 98,612 14

2009 71033 11 107,617 14
2010

(first half) 61045 11 47,791 16

Source: GAD anaysis of data from Maryland

Note: Data are from 2008, 2009, and the first two quarlers of calendar year 2010 and reported by
insurers to Maryland.

Data reported in studies by AHIP also showed variation in application
denial rates. The AHIP data illustrated that application denial rates varied
across age groups, with denial rates increasing as the age of the primary
applicant increased. In 2008, when AHIP data showed that 13 percent of all
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medically underwritten applications were denied,” in general the denial
rate progressively increased as the applicant’s age increased, from a low of
5 percent for applicants under 18 years of age to a high of 29 percent for
applicants from 60 to 64 years of age.”™ Similar variation in AHIP
application denial rates was seen in data from 2006.” (See fig. 1.)

Figure 1: Application Denial Rates by Age Group for 2008, as Reported by AHIP

Denlal rate (percentage)
35

a0 20%

25

20

1s 13% aggre

5%

L |

o

0-17 18-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64
Age category
Source: GAO analysis of data reported by AHIP.

Note: Data are from AHIP, Individual Heaith i 2009: A Comp ive Survey of Premiums,
Availability, and Benefits (Washington, D.C.: 2009).

#1n 2008, according to AHIP data, 84 percent of applications were medically underwritten
and 16 percent were not medically underwritten. Just over 1 percent of applications were
denied before going through medical underwriting, and those denials were unrelated to the
applicant’s health status.

*america's Health Insurance Plans, Individual Health Insurance 2009: 4 Comprehensive
Survey of Premiums, Availabilily, and Benefits (Washington, .C.: 2009). (Sec app. H for
references to the AHIP study and other studies with information on application denial rates
identified through our literature review.}

*America’s Health Insurance Plans, Individual Health Insurance 2006-2007: A
Comprehensive Survey of Premiums, Availability, and Bengfits {Washington, D.C.: 2007).
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The available data on application denial rates provided lLittie information
on the reasons that applications were denied. For instance, the HHS and
Maryland data did not include any information on the reasons for
application denials. The AHIP data, however, provided limited
information. Specifically, AHIP’s data showed that a higher percentage of
applications were denied because of the applicant’s health status than for
nonmedical reasons, such as the plan not being offered in the applicant’s
geographic area. AHIP data showed that in 2008, of the 1.8 million
applications for enrollment that insurers either denied or made offers of
coverage, 1 percent were denied for nonmedical reasons and 12 percent
were denied after underwriting when the applicant’s health status and
other risk factors were assessed. According to an AHIP official,
applications that were denied after underwriting were presumably denied
because the applicant’s medical questionnaire responses were beyond the
insurer’s threshold for issuing a policy.

There are several issues to consider when interpreting application denial
rates. First, application denial rates may not provide a clear estimate of the
number of individuals that were ultimately able to secure health coverage,
because individuals may submit applications with more than one insurer
and be denied by one insurer but offered enroliment by another. Second,
denial rates also do not reflect applications that have been withdrawn. For
example, AHIP data for 2008 indicated that 8 percent of applicants
withdrew their applications before underwriting occurred. Experts also
noted that some individuals may not submit applications for health
coverage because they believe or have been advised, for example by an
insurance agent, that their application would likely be denied. Third, an
insurer’s denial rates may be affected by requirements of the states in
which the insurer operates. For example, officials from one insurance
company explained that for applicants in the state for which they are the
insurer of last resort, state law prohibits them from denying applications
for enrollment based on the health status of the applicant.” Officials told
us that a denial can occur only for nonmedical eligibility reasons, which
the AHIP data indicate are far less frequent.

32According to data from the Kaiser Family Foundation, as of January 2010, four states—
Michigan, Pennsylvania, Rhode Island, and Virginia—and the District of Columbia have
insurers of last resert, which are insurers that typically accept consumers with health
conditions that prevent those consumiers from obtaining coverage in the individual market.
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Another consideration when interpreting application denial rates is that
the rates do not reflect applications that have been accepted by an insurer
but for coverage with a premium that is higher than the standard rate or
with exclusions for coverage of specified services. Data frora HHS,
Maryland, and AHIP all indicated that some portion of applicants received
offers at a premium that was higher than the standard rate. For example,
the HHS data demonstrated that from January through March of 2010,
about 20 percent of individual market applicants were offered coverage
with premiums higher than the standard rate. Maryland data also indicated
that for the first half of 2010, 8 percent of applicants were offered either
coverage with premiums higher than the standard rate or coverage that
excluded specified health conditions. Finally, AHIP data from 2008
showed that 34 percent of offers for coverage were for coverage at a
higher premium rate. The AHIP data also showed that 6 percent of offers
for coverage were for coverage that excluded specified health conditions.

State and Other Data
Indicated That
Coverage Denial
Rates and the
Reasons for Denials
Vary and That
Denials, If Appealed,
Are Often Reversed

Data from selected states and others indicated that the rates of coverage
denials, including denials for preauthorizations and claims, varied
significantly, and a number of factors may have contributed to that
variation. The data also indicated that coverage denials occurred for a
variety of reasons, frequently for billing errors and eligibility issues and
less often for judgments about the appropriateness of a service. Further,
the data we reviewed indicated that coverage denials, if appealed, were
frequently reversed in the consumer’s favor and that appeals and
complaints related to coverage denials sometimes resulted in financial
recoveries for consumers.
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State and Other Data
Indicated Wide-Ranging
Coverage Denial Rates,
and a Number of Factors
May Have Contributed to
This Variation

State data that we reviewed showed that rates of coverage denials by
insurers operating in the group and individual markets varied significantly
across states. Specifically, aggregate claim denial rates for the three states
that we identified as collecting such data ranged from 11 percent in Ohio
in 2009 to 24 percent in California in the same year.” Data reported by the
remaining state, Maryland, indicated a claim denial rate of 16 percent in
2007." A fourth state, Connecticut, collected data on a different measure,
preauthorization denials, and these data indicated a denial rate of

14 percent in 2009.” In addition, claim denial rates indicated by AMA
data—a3 percent during 2 months of 2010—varied from coverage denial
rates in the four states.™

Several factors may have conttibuted to the variation in rates across the
four states and the AMA data. For example, Ohio and AMA data were
based on denials of electronic claims.” AMA officials told us that
providers with electronic billing systems and insurers that accept
electronic claims are more sophisticated in tenmns of billing management,

*The Qhio data included the number of electronically submitted claims paid and denied in
the first and third quarters of calendar year 2009 and represented all insurers licensed in
Ohio. The California data included the number of claims received and denied by six of the
largest managed care insurers licensed in the state, each with enrollment in 2009 of over
400,000. We obtained these data from the Department of Managed Health Care’s Web site
from June through September 2010 (www.wpso.dmhc.ca.gov/fe/search).

*The Maryland data were obtained from the Maryland Insurance Administration’s Report
on Semi-Annual Claims Data Filing for Calendar Years 2005-2007 and represented data
for calendar year 2007 from 41 insurers licensed in the state.

The Connecticut data were obtained from the Connecticut Insurance Department’s
Consumer Report Card on Health Insurance Carriers in Connecticut and represented
data for calendar year 2009 from 21 managed care insurers licensed in the state.

*The data were reported to GAD by AMA and represented claims from February 1, 2010,
through March 31, 2010. The data indicated the total number of claim lines—charges for
specific services included in the claim—that were deried. AMA defines a denial as a claim
hine where the amount allowed and the amount billed were equal, but the amount paid was
$0. Though not included in the claim denial rate, AMA also reported data indicating that

5 percent of claim lines were edited, that is, the claim lines were automatically reduced to a
payment of $0 by the insurer’s payment system. According to AMA officials, both claim-line
denials and claim-line edits result in no payment for the service, and therefore are denials
from the perspective of the provider. The data on claim lines denied and edited were used
as the basis for rates reported in AMA’s 2010 National Health Insurer Report Card. See
citations to the 2010 report card and previous AMA report cards as well as other studies
related to coverage denials in app. 1.

Providers can subrit paper or electronic claims. According to Ohio and AMA officials,
clectronic claims represented roughly 70 to 80 percent of their fotal claims activity.
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and therefore the denial rates calculated by AMA may be lower than rates
of denials for all claims, including both electronic and paper-based. In
another example, Maryland's rate was calculated using data for categories
of denials that accounted for about 90 percent of all claims denied. In
contrast, according to Californja officials, California’s data represented all
claim denials.” Differences in the time frames for the data may have also
contributed to the variation. AMA officials noted that their data were from
a 2-month period of the year (February through March) when there was
less contractual activity, such as open enroliment periods, and when
denials related to meeting deductible requirements—which according to
officials from one insurance company can be significant—have already
been resolved. In contrast, data from the four states, except Ohio, covered
a full year and therefore reflect all denials for the year, including those
related to enrollment and deductible issues. See table 3 for the rates of
coverage denials indicated by state data and a description of the
characteristics of the data, some of which may have contributed to the
variation in rates.

*California officials told us they currently require plans to report on their full “inventory”
of denials but the state is revising its claim denial reporting instructions to clarify the
deniais that should be included and excluded from the numbers reported.
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Tabie 3: Rates of Ciaim or Preauthorization Denials across States in GAO’s Review

and Characteristics of the State Data

Rate of ctaim or

State preauthorization denials Data year' Characteristics of the data

Ohic 11 percent across ali 2009 Data fimited to denials of
insurers licensed in the electronic claims in the first and
state third quarters of the fiscal year®

Connecticut 14 percent across 2009
21 managed care
organizations licensed in

Data were fimited to denials of
preauthorization for services
and did not include data on

the state denials of claims®
Maryland 16 percent across 2007 Data were limited to 16
41 insurers ficensed in categories of denials of claims,
the state representing 90 percent of total
claim deniais®
Catifornia 24 percent across six of 2009 Data were limited to denials of

the largest managed care
organizations licensed in
the state

claims and reflected each
insurer’s inventory of denials,
which means that some
insurers may have reported
denials for government-
spansorad health coverage,
such as Medicaid®

Saurce: GAD analysis of data reported by insurers to states.

*The data years cited represent calendar years and the data reffect the most recent complete year of

data avaflable.

‘Data were reported to GAO by the Ohio Department of Insurance.

‘Data were obtained from Connecticut's Consumer Repart Card on Health insurance Carriers in

Connecticut (Harttord, Conn.: 2010).

“Data were obtained from the Maryland Insurance Administration’s Report on Semi-Annual Claims
Data Filing for Calendar Years 2005-2007 {Baitimore, Md.: 2009).

“Data were obtained from the Department of Managed Health Care’s Web site from June through

September 2010 (www.wpso.dmhc.ca.gov/e/search).

In addition to variation across states in aggregated rates, state and other
data also indicated that coverage denial rates varied significantly across
insurers. For example, the California data indicated that in 2009 claim
denial rates ranged from 6 percent to 40 percent across six of the largest
managed care organizations operating in the state. Similarly,
preauthorization denial rates in Connecticut varied across 21 insurers,
with rates among the seven largest insurers ranging from 4 percent to

29 percent in 2009. Somewhat narrower variation across insurers was also
evident in the AMA data, with claim denial rates in 2010 that ranged from
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iess than 1 percent to over 4 percent across the seven insurers represented
in those data.™

State and other officials told us about several factors that may have
contributed to the variation across insurers and make it difficult to
compare data across insurers. First, California officials told us that
insurers may interpret a state’s reporting requirements differently and
noted that some insurers may count certain claims transactions as denials
that the state would not consider a denial. This was evidenced by
discussions with one insurer who told us that if asked to report the
number of claims denied, some insurers might include claims where the
service was approved but the insurer paid nothing because the member
was liable for the charge, which California officials would not characterize
as a denial. Officials from the insurer said that their current overall denial
rate is 27 percent, but it would be 18 percent if member liability denials
were excluded. Officials from California and AMA also indicated that
circumstances unique to an insurer may affect their denial rate. For
example, California officials told us one insuret’s denials rose sharply ina
month because providers were subinitting claims to the insurer's HMO
when they should have gone to the preferred provider organization (PPO).
Rather than transferring the claims, the HMO denied all of them, and then
the PPO paid the claims shortly after that.

State and Other Data
Indicated That Coverage
Denials Occurred for
Various Reasons and

That Denials, If Appealed,
Were Frequently Reversed

According to state and other data, coverage denials occurred for various
reasons. For example:

Claim denials were often made for billing errors such as duplicate claims
and missing information on the claim. For example, data from Maryland
showed that the most prevalent reason for claim denials in 2007 was
duplicate claim submissions, accounting for 32 percent of all denials.*
Among six of the Jargest managed care organizations in California, the
four that reported on the most prevalent reasons for claim denials in 2009
all reported duplicate claims as one of those reasons. With regard to
claims missing required information, the 2010 AMA data indicated that five
of the seven insurers represented in the data made 15 percent or more of

39According to officials, the AMA claim data included data for insured products offered by
the companies represented and self-insured products administered by the companie:

*The calendar year 2007 data were obtained from the Maryland Insurance Administration’s
Report on Semi-Anmual Claims Dala Filing for Calendar Years 2005-2007.
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denials on the basis that the claim was missing information, such as
documentation of preauthorization. Data from Maryland showed that

74 percent of denied claims did not meet the state’s criteria for “clean”
claims, those claims that include all of the required information needed for
processing.

Denials of claims also frequently resulted from eligibility issues. For
example, for six of the seven insurers in the 2010 AMA data, over

20 percent of claim denials occurred as a result of eligibility issues such
as services being provided before coverage was initiated or after coverage
was terminated.

Insurers also denied preauthorizations and claims as a result of judgments
about the appropriateness of the service, such as that the service was not
medically necessary or was experimental or investigational, although less
frequently than for billing errors and eligibility issues. Data from Maryland
showed that in 2007 insurers denied nearly 40,000 preauthorizations or
clairms because they determined the services were not medically
necessary.” This was a relatively small number compared to the 6.3
million claim denials reported in the same year.” The 2010 AMA data
showed that only one of the seven insurers denied claims on the basis that
services were not appropriate, specifically that the service was
experimental or investigational, with about 9 percent of denials made for
that reason.* NAIC data on complaints filed with states in 2009 also
provided some information on coverage denials related to the
appropriateness of services. Specifically, the data showed that of the

“Maryland reports the total claim denial vate, as well as a denial rate for “clean claims”—
those health care claims submitted by a heaith care provider on one of two widely used
industry standard billing forms and that also include all of the essential information needed
by a plan for processing—in their Semi-Annual Clairas Data Filing Reports.

“The data were obtained from The Maryland Insurance Administration’s 2007 Report on
the Health Care Appeals & Grievances Law,

SThe data were obtained from the Maryland Insurance Administration’s Report on Semi-
Annual Claims Data Filing for Calendar Years 2005-2007.

“The data on the reasons for claim denials reflect the reasons assigned by the insurer that
dended the claim. According to AMA officials, there is no requirement that insurers assign
the most specific reason for the claim denial, and they sometinies assign more general
reasons. For example, although a denial may have occurred because the insurer
determined a service was not medically necessary, the insurer may document that the
claim was denied because the service was not covered, which could be for reasons other
than that the service was not medically necessary.
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approximately 14,000 complaints related to coverage denials, at least 8
percent were related to the insurer’s determination that the service was
not medically necessary and 2 percent were related to the determination
that the service was experimental.

State and other data indicated that coverage denials, if appealed, were
frequently reversed in the consumer’s favor.® The data from the four
states that we identified as collecting data on the outcomes of intermal
appeals filed with insurers indicated that at least 39 percent of internal
appeals resulted in the insurer reversing its original coverage denial.
Officials from two insurance companies explained that denials are
frequently reversed because the consumer or provider submits additional
information, such as the consumer’s medical records. Officials from one of
these insurance companies also explained that because insurers receive
additional information through the appeals process, reversals of denials
are expected even when the company is using accepted medical criteria to
make the initial assessment of the appropriateness of the service; and
regulators are sometimes concerned when few appeals result in reversals
of denials. See table 4 for a summary of the outcomes of internal appeals
reported by insurers to Connecticut, Maryland, New York, and Ohio.

*Reversals of coverage denials were limited to denials for which an appeal was initiated.
The data we reviewed did not allow for a systematic calculation of an “appeal rate”—the
number of coverage denials for which an appeal was initiated—Tfor several reasons,
including different data sources or data years for denials and appeals data. Data from Ohio
did provide limited information; specifically, for the first quarter of calendar year 2010,
Ohio data indicated that 0.5 percent of claim denials were internally appealed.
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Table 4: Number and Outcomes of internat Appeals Filed with Insurers across
States in GAO’s Review

Percentage of
internal appeals

Number of where initial

Type of insurer internal determination was

State reporting® Data yeat® appeats reversed

Connecticut® HMOs 2009 1,932 53
indemnity managed 2009 1,797 59
care organizations

Marytand® HMOs, nonprofit health 2009 4,844 50
service plans, and
commercial insurers

New York”  HMOs 2009 5,968 39
Commercial insurers 2009 71,787 47
Nonprofit indemnity 2009 8,846 48
insurers

Ohio’ All insurers 2010 6,434 48

(1" quarter)

Source: GAQ analysis of data reported by insurers to states.

*The types of insurers reporied in this column are the categories used by each state and may not be
comparable across states.

"The data years cited represent calendar years and reflect the most recent complete year of data
avaitable, unless indicated otherwise.

“Data were obtained from Connecticut's Consumer Report Card on Heaith insurance Carriers in
Connecticut {Hartford, Conn.: 2010). The reversal rates represent the aggregate reversa rates for 6
HMOs and 15 indermnity managed care organizations.

“Data were obtained from the Maryland Insurance Administration's 2009 Report on the Health Care
Appeals & Grievances Law {Balimore, Md.: 2010},

“Data were obtained from the 2010 New York Consumer Guide to Health Insurers {(Albany, N.Y.:
2010}. The reversal rates represent the aggregate reversal rates for 12 HMOs, 28 commercial
insurers, and 5 nonprofit indemnity insurers.

‘Data were reported to GAQ by Dhio and represent internal appeals filed by ali insurers ficensed in
Ohio.

Data on the results of appeals filed with states for external review also
indicated that denials were frequently reversed. A study conducted by
AHIP on 37 states’ external appeal programs showed that for 2003 and
2004, about 40 percent of external appeals resulted in denials being
reversed.* More recent data from the six states we contacted indicated

*America’s Health Insurance Plans, Update on State External Review (Washington, D.C.:
2008).
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similar rates of denials being reversed upon external appeal. See table 5
for a summary of the outcomes of external appeals indicated by state data.

Tabte 5: Number and Outcomes of Appeals Submitted for External Review across
States in GAQ’s Review

Percentage of

Number of appeals where
Types of insurers external insurer
for which deniais appeais determination was
State were appealed® Data year® resolved reversed or revised
California® Managed care 2009 1,606 54
organizations with
enroliment over
400,000
Connecticut’  Managed care 2009 184 40
organizations
Florida® Managed care State fiscal 186 49
organizations year 2010
Maryland HMOs, nonprofit 2009 915 54
heaith service
plans, and
commercial insurers
New York® HMOs 2009 570 38
Commercial 2009 812 42
insurers
Nonprofit indemnity 2009 395 41
insurers
Ohio” Traditional health 2008 311 23

insurers, PPOs,
HMOs, and Public
Emgployee Health
Benefit Plans

Source: GAD anaiysis of data reported by statss.

“The types of insurers reported in this column are the categories used by each state and may not be
comparable across states,

“The data years cited represent calendar years unjess indicated otherwise, and the data refiect the
most recent complete year of data available.

‘Data were obtained from the Califoria Department of Managed Health Care’'s 2009 Independent
Medical Review and Compiaint Resuits reporl.

“Data were reported to GAO by the Connecticut Insurance Depariment.
*Data were reported 1o GAO by the Florida Agency for Health Care Administration.

'Data were obtained from the Maryland insurance Administration's 2009 Repart on the Health Care
Appeals & Grievances Law {Baltimore, Md: 2010}.

*Data were obtained from the 2070 New York Consumer Guide to Health Insurers {Albany, N.Y..
2010). The reversal rates represent the aggregate reversal rates across 12 HMOs, 28 commercial
insurers, and 5 nonprofit indemnity insursrs,
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"Data were obtained from the Ohio Depariment of Insurance’s Patient Protaction Act Report for the
Year 2008 {Columbus, Ohio: 2009). The data represent external raviews for denials because the
service was not appropriate and denials for contractuat reasons, which were less trequently reversed
than denials because the service was not appropriate.

The data on the outcomes of external appeals also indicated that the rate
at which denials are reversed, if appealed, may vary depending on the
reason for the denial and the type of service denied. For example, one
study identified through our literature review looked at 740 external
appeal decisions in California in 2001 and 2002. The study showed that
appeals resulted in denials being reversed in 42 percent of cases where the
denial resuited from the determination that services were not medically
necessary and 20 percent of cases where services were determined to be
experimental and investigational.” Further, the study showed that
reversals of denials were more likely for certain services, such as gastric
bypass surgery, stem cell transplants, and breast reduction surgery, than
for other services, such as residential behavioral health care. Data from
Florida also indicated variation in outcomes of external appeals based on
the reason for the denial and the type of service denied. For example, for
state fiscal year 2010, denials were reversed in 48 percent of cases where
the denial resulted from the determination that services were not
medically necessary and in 60 percent of cases where the service was
deemed experimental or investigational, although there were fewer
appeals of coverage denials for this reason.® Further, the data showed that
appeals were niore likely to result in a denial being reversed when the
denial was for diagnostic testing and pharmaceuticals than for other
services, such as cosmetic surgery and durable medical equipment.

Finally, federal and state data indicated that appeals and complaints
related to coverage denials sometimes resulted in financial recoveries for
consumers. According to data from DOL, more than 9,600 complaints
related to coverage denials by group health plans resulted in about 500
recoveries of payments totaling nearly $7 million in fiscal year 2010, Data

¢, R. Gresenz and D. M. Studdert, “External Review of Coverage Denials by Managed Care
Organizations in California” (RAND Institute for Civil Justice, Santa Monica, Calif.: 2005}.
See app. I for the list of studies that included external appeal data by the reason for the
denial being appealed and the type of service being denied.

*Data were reported to GAO by the Florida Agency for Health Care Administration.
Maryland's data, obtained from the Maryland Insurance Administration’s 2009 Report on
the Health Care Appeals & Grievances Laaw, also included some information on external
appeals by the type of service being denied.
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reported by states to HHS in applications for the Consumer Assistance
Program grants also documented that complaints and appeals resuited in
recoveries.” Specifically, 21 of the 35 states submitting applications
reported financial recoveries. For example, Maryland reported recovering
more than $1.4 million for consumers in fiscal year 2009 as a result of
intermal appeals. NAIC data on complaints filed with states also gave some
indication of recoveries. For example, NAIC’s 2009 data indicated that of
the approximately 14,000 complaints related to coverage demials, over 4
percent resuited in an outcome where money or bencfits were returned to
the consumer and about 7 percent resulted in the insurer paying more of a
claim than was initially paid.

Agency Comments
and Our Evaluation

HHS provided us with written comunents on a draft version of this report.
These comments are reprinted in appendix 11I. HHS agreed with our
findings, noting in particular the need to improve the quality and scope of
existing data, and suggested clarifications, which we incorporated. HHS
and DOL also provided technical comments to the draft report, which we
incorporated as appropriate.

In its written comments, HHS emphasized the importance~—for
policymakers, regulators, and consumers—of data on health insurance
application and coverage denials, HHS noted that data on application and
coverage denials can help increase transparency in the private health
insurance market and that these data can also provide an important
haseline measure for evaluatiug the impact of changes resulting from
PPACA. In its comments, HHS also noted that data collection on
application and coverage denials has been uneven across insurers, plans,
and states and that very little information is available to help analysts
understand the causes or sources of variation in the data that are
available. According to HHS, more effort is needed to improve the quality
and scope of existing data collection to give policymakers and regulators
better and richer data to evaluate health insurance plan practices and
market changes and to produce measures that may be useful to consumers
when they are shopping for insurance.

“In October 2010, HHS awarded nearty $30 million in Consumer Assistance Program grants
to 35 states and the District of Columbia. States receiving the grants are required to begin
reporting data 6 months after the award notice on the number of inquiries filed with the
state about health coverage, the reasons for the inquiries, and the outcomes of the
inquiries.
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In its written comments, HHS also identified a limitation to our data that
needed some clarification. Specifically, HHS pointed out—correctly—that
while our draft report provided information on the percentage of claims
that were denied, as well as data on the outcomes of internal appeals and
external reviews of denied claims, our draft report did not provide data on
the frequency with which claim denials are appealed by consumers. These
data were not included in the report because the data we reviewed did not
allow for a systematic calculation of an “appeal rate”the number of
coverage denials for which an appeal was initiated—for several reasons,
including different sources or years of denials and appeals data we
reviewed. In response to HHS’ comments, we added language to the report
clarifying this imitation. For context, we also added information on the
appeal rate from one quarter for one state—the only information we
identified on internal claims appeal rates. HHS also noted that the
statement in our draft report that “denials are frequently reversed” upon
appeal may be confusing, because readers may assume a large number of
claim denials are ultimately overturned. We revised the language in our
draft report to prevent this misinterpretation of our data, by stating that
coverage denials, if appealed, were frequently reversed in the consumer’s
favor.

We are sending copies of this report to the Secretaries of HHS and DOL,
the congressional committees of jurisdiction, and other interested parties.
In addition, the report is available at no charge on the GAQ Web site at
http://wWww.gao.gov.

If you or your staff have any questions about this report, please contact me
at (202) 512-7114 or dickenj@gao.gov. Contact points for our Offices of
Congressional Relations and Public Affairs may be found on the last page
of this report. GAQ staff who made major contributions to this report are
listed in appendix V.

o £ D)ok

John E. Dicken
Director, Health Care

Page 27 GAOD-11-268 Data on Private Health Insurance Denials



233

Appendix I: Methodology for Selecting States
and State Data Reviewed by GAO

In order to describe the data on denials of applications for enrollment and
coverage of medical services, we contacted six states to interview officials
and to obtain data the states collect and track on denials and appeals
related to denials. The six states we selected included states identified in
the literature, through searches of state insurance department Web sites,
or in interviews with experts as a state collecting data on the incidence of
application or coverage denials.' These also included states that collect or
track data on appeals related to coverage denials reviewed by insurers
(internal appeals) or reviewed by external parties (external appeals). The
six states accounted for at least 20 percent of national enroliment in
private health insurance.

Once we selected the states, we asked officials from each state whether
they collected the following types of data: (1) incidence of application
denials; (2) incidence of coverage denials, including incidence of denials
of preauthorizations and claims; (3) incidence and outcomes of appeals
reviewed by insurers (that is, internal appeals); and (4) incidence and
outcomes of appeals reviewed by external parties (that is, external
appeals). If state officials reported collecting the data, we reviewed at
least the most recent year of data available. We reviewed data from one
state on the incidence of application denials, from four states on the
incidence of coverage denials, from four states on the number and
outcomes of internal appeals, and from all six states on the number and
outcomes of external appeals. (See table 6.)

'Because we did not survey all states to determine whether they coilect data on the
incidence of application or coverage denials, there may be other states that collect such
data that were not known to experts or discussed in the literature. For example, through
the course of our work, we found that Texas requires certain insurers to report on the
number of requests for verification of coverage for proposed services that insurers
declined.
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A dix I: Mcthodo} for Selecting States
and State Data Reviewed by GAO

Table 6: information on Denial Data Coliected by and Private Health Insurance Enroliment for States in GAO’s Review

Reported Reported Reported

collecting data Reported coilecting data  coliecting data Total number of

on the coliecting data on internat on external people enrolled
incidence of  on the incid ppeal in private heaith Percentage of
application of coverage inctuding including insurance in 2008 national

State deniais denials outcomes outcomes {in th d enr

Catifornia v v 22,848 114
Connecticut v v v 2,575 1.3
Fiorida v 11,129 55
Maryland v v v v 4171 2.1
New York v v 12,567 6.3
Ohio v v v 8,109 4.0

Saurce: GAD summary of state and UL.S. Census Bureau data.

Note: Table includes data that officials from selecled states reparted coliecting. U.S. Census Bureau
data are from the bureau's Current Popuiation Survey, 2009 Annual Social and Economic
Supplement.
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Appendix II: Methodology for and Studies
Identified by Structured Literature Review

To identify research that examined private health insurance denials,
including the incidence of denials of applications for enroliment and of
coverage for medical services (i.e., “coverage denials”) and the incidence
and outcomes of appeal related to coverage denials, we conducted a
structured literature review. This review resuited in 24 studies that we
determined to be relevant to our objectives. To conduct this review, we
searched 23 reference databases for articles or studies published from
January 2000 through July 2010,' using a combination of search terms,
such as “denial” and “insurer.” We determined that a study was directly
relevant to our objectives if it: (1) included empirical analysis related to
the incidence of application denials, the incidence of coverage denials, or
the incidence and outcomes of appeals related to such denials; and

(2) analyzed, at minimum, denial or appeal data from an entire state or two
or more insurers. In addition to searching the reference databases, we
checked the bibliographies of the relevant studies to identify other
potentially relevant research and interviewed several private health
insurance experts about research done on denials.

We identified 24 studies in the literature that included empirical analyses
examining (1) the frequency of denials of applications for enroliment or
(2) the frequency of or reasons for denials of coverage for medical services
and outcomes of appeals related to such denials. Table 7 identifies the
number of studies that address these topics, with some studies addressing
more than one topic.

"The 23 databases were BIOSIS Previews, NTIS: National Technical Information Service,
Social SciSearch, ABVINFORM, Gale Group PROMT, SciSearch: a Cited Reference Science
Database, Pharmaceutical News Index, EMCare, Elsevier BIOBASE, EMBASE, Gale Group
Business A.R.T.S., General Science Abstracts, Wilson Applied Science & Technology
Abstracts, EconlLit, Readers’ Guide Abstracts, Wilson Social Sciences Abstracts, Gale
Group Trade & Industry Database, Gale Group Legal Resource Index , MEDLINE,
CANCERLIT, EMBASE Alert, Periodical Abstracts PlusText, and Wilson Business
Abstracts.

*We searched the reference databases for the terms “denial” or “refusal” and “health plan,”
“insurer,” “carrier,” or “issuer” with all of the following conmibinations of terms:

(1) “application” or “enrollment;” {2) “coverage,” “claim,” or “preauthorization;” and

{3) “complaint,” “appeal,” or “dispute” and “coverage,” “claim,” “service,” or
“preauthorization.”
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Appendix {I: Methodology for and Studies
Identified by Structured Literature Review

Table 7: index of Studies Examining Private Health Insurance Denials, by Topic

Total number

Topic Study numbers of studies

Frequency of denials of applications for

enroliment 2,3, 11,20 4

Frequency of denials of coverage for

medical services 5,6,7,10, 16,17, 19,22, 24 9

Reasons for denials of coverage 5,6,7,17,19 5

Outcomes of appeals refated to denials 1,4,8,9,12, 13, 14, 15, 18,

of coverage 21,23,24 12
By reason for denial being appealed 9,12,13,23 4
By type of service being denied 9,13,23 3

Source: GAD.

The 24 studies that GAO identified in the literature are as follows:

1. American Association of Health Plans. Independent Medical Review of

Health Plan Coverage Decisions: Empowering Consumers with
Solutions. Washington, D.C., 2001.

2. America’s Health Insurance Plans. Individual Health Insurance 2009:

A Comprehensive Survey of Premiums, Availability, and Benefits.
Washington, D.C., 2009.

3. —— Individual Health Insurance 2006-2007: A Comprehensive
Survey of Premiums, Availability, and Benefits. Washington, D.C.,
2007.

4. ——. Update on State External Review Programs. Washington, D.C.,
2006.

@

American Medical Association. 2010 National Health Insurer Report
Card. Chicago, IiL, 2010.

6, - 2009 National Health Insurer Report Card. Chicago, Ill., 2009.
7. - 2008 National Health Insurer Report Card. Chicago, 1L, 2008.
8. California Healthcare Foundation. Independent Medical Review

Experiences in California, Phase I: Cases of
Investigational/Experimental Treatments. Prepared by the Institute

for Medical Quality for the California Healthcare Foundation, Oakland,

Calif., 2002.
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Appendix II: Methodelogy for and Studies

by Structured Li Review

10.

1

—_

12.

13.

i4.

15.

16.

1

18.

~31

Chuang, K. I1., W. M. Aubry, and R. A. Dudley. “Independent Medical
Review of Health Plan Coverage Denials: Early Treuds.” Health
Affairs, vol. 23, no. 6 (November/Decermber 2004), 163-169.

Collins, S. R., J. L. Kriss, M. M. Doty, and S. D. Rustgi. Losing Ground:
How the Loss of Adequate Health Insurance is Burdening Working
Families: Findings from the Commonwealth Fund Biennial Health
Insurance Surveys, 2001-2007. New York, N.Y., 2008.

. Doty, M. M,, S. R. Collins, J. L. Nicholson, and S. D. Rustgi. Fatlure to

Protect: Why the Individual Insurance Market is not a Viable Option
Sfor Most U.S. Families. Findings from the Commonwealth Fund
Biennial Health Insurance Survey, 2007. New York, N.Y., 2009.

Foote, S. B., B. A. Virnig, L. Bockstedt, and Z. Lomax. “External Review
of Health Plan Denials of Mental Health Services: Lessons from
Minnesota.” Administration and Policy in Mental Health and Mental
Health Services Research, vol. 34 (2007), 38-44.

Gresenz, C. R., and D. M. Studdert. External Review of Coverage
Deniais by Managed Care Organizations in California. Working
Paper No. WR-264-ICJ, RAND Institute for Civil Justice, Santa Monica,
Calif., 2005.

Gresenz, C. R., D. M. Studdert, N. Campbell, and D. R. Hensler.
“Patients In Conflict With Managed Care: A Profile of Appeals in Two
HMOs." Health Affairs, vol. 21, no. 4 (July/August 2002), 189-196.

Gresenz, C. R., and D. M. Studdert. “Disputes over Coverage of
Emergency Department Services: A Study of Two Health Maintenance
Organizations.” Annals of Emergency Medicine, vol. 43, no. 2
(February 2004), 155-162.

Kaiser Family Foundation / Harvard School of Public Health. National
Survey on Consumer Experiences With and Attitudes Toward Health
Plans: Key Findings. Washington, D.C., 2001.

Kapur, K., C. R. Gresenz, and D. M. Studdert. “Managed Care:
Utilization Review in Action at Two Capitated Medical Groups.” Health
Affairs, Web exclusive (2003), W3-275-282.

Karp, N., and E. Wood. Understanding Heaith Plan Dispute
Resolution Practices, Washington. D.C., 2000.
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Identified by Structured Literature Review
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24.
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Pearson, S. D. “Patient Reports of Coverage Denial: Association with
Ratings of Health Plan Quality and Trust in Physician.” The American
Journal of Managed Care (March 2003), 238-244.

Potlitz, K., R. Sorian, and K. Thomas. How Accessible is Individual
Health Insurance for consumers in less-than-perfect health? Prepared
for the Henry J. Kaiser Family Foundation, Menlo Park, Calif., 2001.

. Pollitz, K., J. Crowley, K. Lucia, and E. Bangit. Assessing Staie

External Review Programs and the Effects of Pending Federal
Pattents’ Rights Legislation. Prepared for the Henry J. Kaiser Family
Foundation, Menlo Park, Calif., 2002.

Schauffler, H. H,, S. McMenamin, J. Cnbanski, and H. S. Hanley.
“Differences in the Kinds of Problems Consumers Report in
Staff/Group Health Maintenance Organizations, Independent Practice
Associatior/Network Health Maintenance Organizations, and Preferred
Provider Organizations in California.” Medical Care, vol. 39, no. 1
(2001), 15-25.

. Studdert, D. M., and C. R. Gresenz. “Enrollee Appeals of Preservice

Coverage Denials at 2 Health Maintenance Organizations.” The Journal
of the American Medical Association, vol. 289, no. 7 (Feb. 18, 2003),
864-870.

Young, G. P., J. Ellis, J. Becher, C. Yeh, J. Kovar, and M. A. Levitt.
“Managed Care Gatekeeping, Emergency Medicine Coding, and
Insurance Reimbursement Outcomes for 980 Emergency Department
Visits from Four States Nationwide.” Annals of Emergency Medicine,
vol. 39, no. 1 (January 2002), 24-30.

Page 33 GAO-11-268 Data on Private Health Insurance Denials



239

Appendix III: Comments from the
Department of Health and Human Services

DEPARTMENT OF HEALTH & HUMAN SERVICES OFFICE OF YHE SECRETARY

Asslstant Sacretary for Lepislation
Warhington, DC 20201

FEB 16 201

Johs E. Dicken

Director, Health Care

LLS. Govermment Accountahility Oftice
441 G Strect N,
Washingon, DC 20548

Dear My, Dicken:

& ¥ Aci abitity Office’s (GAO}Y draft report
URANCE: Duta on Application and Coverage Denials”

Attached are onthel
entitled, “PRIVATE HEALTH INS
{GAO 11-268).

The Department appreciates the opportunity te review this report prior to publication.

Sinverely,

Assistant Secretary for Legislation

Attaclment
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Appendix HE: Comments from the Department
of Health and Human Services

S OF THE DEPARTMENT OF HEALTILAND HUMAN
§ (HUS) ON THE GOVER! ACCOUNTABILITY QFFIC
DRAFT REVORT ENTITLED, “PRIVATE HEALTH INSURANCE: DAT,
APPLICATION AND COVERAGE DENIALS” (GAO-11-26%)

The Dey; appreefates the opportunity o review and comument on this draft report.

The Affordable Care Act (ACA) of 2010 required GAO to study the rates of such application and
coverage denials. GAQ re  the data available on denials of the applications of enrolfment
and coverage for medical services.

We would fike to emphastze the importa for policy makers, regulators and consumers—of
sented i your report, and make note of Center for Consumer Information aid

nee Oversight's (CCHO)Y role in improving and ting data colicetion on i

and coverage denials 1o help bring abowt increased transpareney in private health insarance.

We would fike to also bring your attention o an important piece of dat not included in your
anatysis. Although GAQ's deaft report provides information on the percentage of clatms that are
denied by private health insurance plans, s welt as data on the owtcomes of intemal appeals and
extemnal review of denfed claims, it does not provide data on the frequency with which claims
denials are appealed by consumers, This etter offors views on why the pap matters and what
might be done to elase that data gap. It also highliyhts HHS' role, together with our Federal
partners in the Depariments of Labor (Do) and Treastry, in crafting federal regulations o both
create more uniform federal protections for interml appeals and external review and enforee
notice requirements 2o that consumers are aware of their sppeal rights. as required by the ACA.

Why the Duta on Application and Coverage Denials Matier

Data on application and coverage denials help inerease transparency in private health insurance.
However, more effort is needed (o improve the quality and scope of existing data coliections 1o
give policymal and regulators better and richer data o evaluate health insurance plan
practices and market changes. and 1o produce measures that may be useful to consumers when
they nze shopping for nsurance.

Thie GAQ's draft report mak:
coverage deniais have been wneven across nsurers and plans and across state
revaals that very Hide information is available to help analysts undersiand the causes or sources
of variation in the data that are available. For exammple, the GAD analyzed de collested by
CCHO and displaved in the individual market plan finder on HealthCaregov-—-on apphications
denials by plans in the individual health insurance marker, The data perform an smporian
Tunction--aleriing consumers to the uncertainty that goes afong with applying for private
coverage in the currest market. The data also provide an important baseline measure for
evaluating the impact of the A We should, for example. expect 10 sex a sharp reduction in
these application denials ever tme, sinee denials for pre-existing conditions will be a thing of the
past after 2044,

it abandantly clear that data collection on application and
e report also

Similarfy, the GAD's analysis of claims denfals primarily serves to illustrate that there is
varialion across fssu Unfortunately, not much more can be said about these data, Althaugh
the data ifustrate wide variation in the reported mte of claims denisl, the GAQ was unable (o
deseribe the soureus or significance of that variation. Further, it is possible that the states that do

i
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Appendix ITI: Comments from the Department
of Health and Human Services

TS OF THE DEPARTMENT OF HEALTH AND HUMAN
HHS) ON THE GOVERNMENT ACCOUNTABILITY OFFICE’S (GAO)

S

DRAFT REPORT ENTITLED, “PRIVATE BEALTH INSURANC DATA ON
APPLICATION AND COYERAGE DENIALS” (GAD-11-268)

provide data are also the states with stronger appeals protections sugh that the reported rates are
0ot representative of the national picture.

The GAQ roport also reveals that the spope of existing data collection needs te be expanded to

asswre fransparency across the bealth insarance may

How Often Do G Appeal Claims Denjads and Whar Obstueles Do They Face?

Togatber with aur Federal partnees in DOL and Treasury, HHS has erafted Federa) regulations 1o
wreate more uniform Fedeml protections for internal appeals and external review and o
implement improved notice requirements for consumers. in order for the Departents to provide
oversight for those new protections, data on the rate at which claims deodals are appealed (and
the outcomes of those internal appeals and external reviews) are necded.

ACA directed the GAD to study data on denials including denials where a “bealth plan later
approves such coverage.” Unf . due to the timitations of existing data cottecti the
GAQ, with one smati exception, was not able 1o report data on the frequency with which claims
denials are appeated in any sepment of the masket, Consequently, the GAQ risks confusion
when it states that “denials are frequently reversed ™ Readers may reasonably assume that a
targe percentage of claim denials are ultimately overturned (with a consumer recciving a
previousty denied bepefit payment), 1t is unclear that th e case, especially in the pre-ACA
patchwork of appeals protections. For example, in its own discussion, the GAQ seems 1o suggest
that seversals and recoveries for consumers may be rive, citing vorable outcom for a plan
enrollee in 5.2 percent of reported cases {i.c., the GAQ reports that recoveries were made in 300
9.600 conplaints about benefit denials received by the DOL from enrofless in selfs
funded plans),

Sy . 1 und richer data coltection on claims devials and appeals is needed
across markel segments -in hoth e commercially insured market and in self-funded group
planseto provide y for and wfs! Informagion for ol

Page 36 GAQ-11-268 Data on Private Heaith Insurance Denials
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MEMORANDUM

October 12, 2010

To: Members of the Committee on Energy and Commercc
From: Chairmen Henry A. Waxman and Bart Stupak
Re: Coverage Denials for Pre-Existing Conditions in the Individual Health

Insurance Market

Since March 2010, the Committec has been investigating the extent of coverage denials and
exclusions for pre-existing conditions in the individual health insurance market. This
memorandum summarizes what we have learned in the investigation. We have found (1) the
four largest for-profit health insurance companies denied over 600,000 individuals coverage
because of pre-existing conditions in the threc years before passage of health reform and (2) the
number of coverage denials increased significantly cach year.

The insurance company practices described in this memorandum are those that exist in today’s
market. In all likelihood, they would continue unabated in the absence of federal health reform
legislation. One of the major benefits of the Affordable Care Act, which was signed into law on
March 23, 2010, is a ban on the practice of denying coverage based on pre-existing conditions.

Key findings in our investigation are:

. From 2007 through 2009, the four largest for-profit health insurance companies,
Aetna, Humana, UnitedHealth Group, and WellPoint, refused to issue health
insurance coverage to more than 651,000 people based on their prior medical
history. On average, the four companies denied coverage to one out of every seven
applicants bascd on a pre-existing condition. One of the four companies maintained a list
of over 400 medical diagnoses that triggered a permanent denial of health insurance
coverage to applicants.

. From 2007 through 2009, the number of people denied coverage for pre-existing
conditions increased at a rapid ratc. The number of individuals denied coverage by
Aetna, Humana, UnitedHealth Group, and WellPoint increased from 172,400 in 2007 to
257,100 in 2009, an increase of 49%. During the same period, applications for
enrollment increased by only 16%.
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. From 2007 through 2009, Aetna, Humana, UnitedHealth Group, and WellPoint
refused to pay 212,800 claims for medical treatment due to pre-cxisting conditions.
In some cases, the companies offered health insurance to individuals with pre-existing
conditions, but uscd medical riders to exclude coverage or increase deductibles for the
pre-existing conditions. In the case of one of the companies, nearly 15% of the
company’s customers in the individual market in 2010 had policics with riders limiting
coverage or increasing deductibles for certain medical conditions.

. Each company had business plans that relied on using pre-existing conditions to
limit the amount of money paid for medical claims. In one document, executives
devised a plan for “strategic growth™ in the individual market that identified arcas of
opportunity to be “improved pre-cxisting exclusion processcs, tighter condition and large
claim rcview, [and] tighter underwriting guidelines.” Other intcrnal corporate documents
show that insurance company cxecutives were considering practices such as lengthening
the look-back period, assessing separate deductibles specifically for identified pre-
existing conditions, denying payments for prescription drugs related to pre-existing
conditions, linking additional claims to pre-existing conditions exclusions, and narrowing
the definition of prior creditable insurance coverage.

The Affordable Care Act signed into law by President Obama prohibits the use of pre-existing
conditions to deny coverage or claims. For children, this provision becomes cffective for
policies issued on or after Scptember 23, 2010. For everyone else, the ban on the use of pre-
existing conditions takes effect on January 1, 2014. As a result, health insurance companies will
no longer be able to deny coverage to people due to their medical history. The companies also
will not be permitted to exclude medical coverage for treatments related to pre-existing
conditions, and they will not be allowed to charge higher premiums based on covering
individuals with pre-existing conditions.

I PURPOSE AND METHODOLOGY OF THE INVESTIGATION

While most Americans receive health insurance coverage through group plans sponsored by their
employers, millions of people who cannot obtain health insurance through their employers and
do not qualify for government programs such as Medicare or Medicaid can obtain health
insurance only through the individual market. In 2008, approximately 15.7 million aduits under
65 reccived their health care coverage through individual health insurance policies.! In the
individual health insurance market, companics screen applicants for pre-existing medical
conditions prior to providing insurance coverage. Health insurance companies use information
about pre-existing conditions to deny insurance coverage outright, charge higher premiums, or
exclude coverage for medical claims related to the pre-existing conditions.

In early 2010, before passage of the Affordable Care Act, we initiated an investigation into
insurance company practices relating to pre-existing conditions. On March 2, 2010, the
Committee wrote the four largest for-profit health insurance companies — Aetna, Humana,

! Kaiser Family Foundation, Health Insurance Coverage in America, 2008 (Oct. 9, 2009).
2
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UnitedHealth Group, and WellPoint - to request information about rejection of insurance
coverage and denial of claims related to pre-existing conditions in the individual health insurance
market.* Collectively, these four companies covered 2.8 million people in the individual health
insurance market in 2009.°

The Committee sought documentation on the insurers’ practices related to pre-existing
conditions, including “internal communications, including e-mail, to or from scnior corporate
management” and “presentations to senior corporate management.”™ The Committee also
requested information on the total number of denials of medical claims payments and the
rejection of health insurance coverage due to pre-existing conditions over the last five years.5
All companies voluntarily provided the information requested. In total, the Committce received
over 68,000 pages of documents from the companies.

This memorandum is based on the information and documents provided to the Committee. It
provides new insights into how the largest for-profit health insurance companies used pre-
existing conditions to deny coverage and claims. Without passage of the Affordable Care Act,
the practices described in the memorandum could have continued unchecked.

1L FINDINGS
A, Coverage Denials
From 2007 to 2009, the four largest for-profit health insurance companies, Aetna, Humana,

UnitedHealth Group, and WellPoint, refused to provide health insurance coverage to more than
651,000 people based on their prior medical history.®

% Letter from Henry A. Waxman, Chairman, Committee on Energy and Commerce, and
Bart Stupak, Chairman, Subcommittee on Oversight and Investigations, Committee on Energy
and Commerce, to Angela Braly, President and Chief Executive Officer, WellPoint, Inc.,
Stephen Hemsley, President and Chief Executive Officer, UnitedHealth Group, Michael
McCallister, President and Chief Executive Officer, Humana, Inc., and Ronald Williams,
Chairman and Chief Exccutive Officer, Actna (Mar. 2, 2010).

? National Association of Insurance Commissioners, Individual and Group

Comprehensive Major Medical by Legal Entity (Apr. 7, 2010).

* Letter from Henry A. Waxman, Chairman, Committee on Energy and Commerce, and
Bart Stupak, Chairman, Subcommittee on Oversight and Investigations, Committec on Energy
and Commerce, to Angela Braly, President and Chief Executive Officer, WeliPoint, Inc.,
Stephen Hemsley, President and Chief Executive Officer, UnitedHealth Group, Michael
McCallister, President and Chief Executive Officer, Humana, Inc., and Ronald Williams,
Chairman and Chief Executive Officer, Aetna (Mar. 2, 2010).

S 1d.

“Letter from Counsel, Actna, to Henry A. Waxman, Chairman, Committee on Energy and
Commerce, and Bart Stupak, Chairman, Subcommittee on Oversight and Investigations,
Committee on Energy and Commerce (Mar. 26, 2010); Letter from Counsel, Humana, Inc., to
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A year-by-year analysis shows a significant increase in the number of coverage denials each
year. The insurance companies denied coverage to 172,400 people in 2007 and 221,400 people
in 2008. By 2009, the number of individuals denicd coverage rose to 257,100.7 Between 2007
and 2009, the number of people denied coverage for pre-existing conditions increased 49%.
During the same period, applications for insurance coverage at the four companies increased by
only 16%. See Figure 1.

Figure 1: Coverage Denials in the
Individual Health Insurance Market (in thousands)

2007 2008 2009

A significant percentage of applicants for insurance were denied coverage for pre-existing
conditions. In 2007, these four insurance companies denied coverage to 11.9% of applicants;
and in 2008, they denied coverage to 13.8% of applicants. By 2009, Aetna, Humana,
UnitedHealth Group, and WellPoint denied health insurance coverage to 15.3% of their
applicants in the individual market due to pre-existing conditions. On average, the four
companies denied coverage to onc out of every seven applicants based on a pre-existing
condition.

The actual number of coverage denials is likely to be significantly higher than reported by the
companics. The companies do not report as denials individuals who are discouraged from
applying for coverage by insurance agents because of their pre-cxisting conditions. A document

Henry A. Waxman, Chairman, Committce on Encrgy and Commerce, and Bart Stupak,
Chairman, Subcommittee on Oversight and Investigations, Committee on Energy and Commerce
(Mar. 12, 2010); Letter from Counsel, UnitedHealth Group, to Henry A. Waxman, Chairman,
Committee on Energy and Commerce, and Bart Stupak, Chairman, Subcommittee on Oversight
and Investigations, Committee on Energy and Commerce (Mar. 19, 2010); and Letter from
Counsel, WellPoint, Inc., to Henry A. Waxman, Chairman, Committee on Energy and
Commerce, and Bart Stupak, Chairman, Subcommittee on Oversight and Investigations,
Committee on Energy and Commerce (Mar, 12, 2010).

"1d.
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from one company states that one-third of its applicants do not obtain coverage because of pre-
existing conditions.* This estimate may reflect the actual denial rate when individuals who are
discouraged from submitting formal applications are taken into account.

In addition, one of the four companies provided information to the Committee from only one of
its subsidiaries, which represents only 32% of the company’s individual health insurance
business.”

The documents revcal that the health insurance companies denied individuals insurance coverage
based on an extensive list of medical conditions. One of the companies maintains a list of 425
medical diagnoses that it used to decline health insurance coverage pcrmanently to many
applicants."” These diagnoses include common conditions, such as pregnancy, angina, diabetes,
and heart disease.'" A recent Families USA study found that 57.2 million people under the age
of 65 suffer from at least one diagnosed condition that could put them at risk for denial of
coverage based on pre-existing conditions if they tried to purchase individual health insurance as
a new subscriber.

For certain medical conditions, companies routincly denied health insurance coverage without an
internal review. In 2006, one of the companies distributed an inter-office memorandum that
included a list of medical categories that “no longer require a review for declination.”" A set of
14 categorics followed, including:

. “Any applicant who is a surgical candidate.”

. “Any female applicant currently pregnant.”

. “Any female applicant who has been treated for infertility within 5 years.”
.. -“Any applicant with a BMI [body mass index] of 39.0 or greater.””

The insurance companies declined coverage for applicants of all ages due to pre-existing
eonditions. Although young people generally enjoy better health, the companies routinely

& Articulating Health Care Value Strategy for Individual Business (Jan. 6, 2009).

° National Association of Insurance Commissioners, Individual and Group
Comprehensive Major Medical by Legal Entity (Apr. 7, 2010).

10 Underwriting Guide concerning heaith products (undated).
i
ld,

"> Families USA, Health Reform: Help for Americans with Pre-Existing Conditions
(May 2010).

'3 Inter-Office Memorandum from [redacted] to Distribution (Aug. 29, 2006).
14
Id.
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denied health insurance coverage for individuals under the age of 30. Internal correspondence
shows that in some instances “[flor . . . plans for individuals, between 9 and 10 percent of
individuals between the ages of 18 and 30 arc declined coverage during the application

i
process.” "’

B. Claims Denials

In some instances, health insurance companies offer insurance to individuals with pre-existing
conditions, but add riders to their policies denying payment for claims relating to those
conditions or imposing additional deductibles. This was a practice commonly used by the four
companies. From 2007 through 2009, Aetna, Humana, UnitedHealth Group, and WellPoint
refused to pay 212,800 claims for medical treatment due to pre-existing conditions. '

The four companies denied 67,200 claims in 2007 and 74,650 in 2008. In 2009, the four health
insurance companies refused to pay over 70,900 medical claims of individuals they insured due
to pre-existing conditions. 7

One company excluded treatment or assessed additional deductible charges for 14.7% of its
customers in the individual market.'® The top four riders used by this company excluded
coverage or increased deductibles for Caesarean deliveries, back disorders, psychiatric or
psychological disorders, and outpatient treatment for cholesterol issues.'

C. Business Plans
Documents obtained by the Committee show that the companics’ business plans included using

pre-existing conditions to limit the amount of money paid for medical claims. Executives at onc
company, for example, devised a plan for “strategic growth” in the individual market that would

"> E-mail from [redacted] to [redacted] (Aug. 28, 2007).

' Letter from Counsel, Aetna, to Henry A. Waxman, Chairman, Committee on Energy
and Commerce, and Bart Stupak, Chairman, Subcommittee on Oversight and Investigations,
Committee on Energy and Commerce (Mar. 26, 2010); Letter from Counsel, Humana, Inc., to
Henry A. Waxman, Chairman, Committee on Encrgy and Commerce, and Bart Stupak,
Chairman, Subcommittee on Oversight and Investigations, Committee on Encrgy and Commerce
(Mar. 12, 2010); Letter from Counsel, UnitedHealth Group, to Henry A. Waxman, Chairman,
Committee on Energy and Commerce, and Bart Stupak, Chairman, Subcommittee on Oversight
and Investigations, Committee on Energy and Commerce (Mar. 19, 2010); and Letter from
Counscl, WellPoint, Inc., to Henry A. Waxman, Chairman, Committee on Energy and
Commerce, and Bart Stupak, Chairman, Subcommittee on Oversight and Investigations,
Committee on Energy and Commerce (Aug. 31, 2010).

74
"% E-mail from [redacted] to [redacted] (Feb. 8, 2010).
19

Id



250

“[r]e-position all new customer segment’s pricing, products, and risk profile to gradually
enhance profit profile of the book and . . . ultimately improve[e] price levels.”™ Areas of
opportunity included: “improved pre-existing exclusion processes, tighter condition and large
claim review, [and] tighter underwriting guidclincs..”2|

At another company, executives identified key issues confronting the individual market. One
document states: “Lack of attention to risk management, decreased ability to use pre-existing
claim denials and rescind policies, and maternity policies have led to first year loss ratios
climbing from less than 50% five years ago to over 65% today.”” To lessen the company’s
financial losses, a senior cxecutive recommended that the company should “{c]nsure Pre-existing
condition{s] are administered effectively to the cxtent allowed by faw."?

In one training presentation to insurance brokers, executives at a third company explained:

: 2 L T .
“Insurance is a Gamble.”** Tbe training materials included the following statements about the
company’s approach to the health insurance business:

. “Becausc U.S. insurance has such high maximum limits, selling insurance is like
gambling.”
. “When we sell someone an insurance policy, we are betting that their total medical costs

for the year will be less than they paid us in premiums.”

. “We try to ‘win’ our bets by accurately assessing their medical risk and charging the right
premiums.”*

The documents reccived by the Committee indicate that prior to passage of health reform, tbe
insurance companies were considering ways to expand the use of pre-existing conditions to
avoid paying for a broader class of medical claims. Internal corporate documents show that
high-level executives considered practices such as:

. Increasing the look-back period on pre-existing conditions: When an individual applies
for health insurance, the company will “look back” at the applicant’s prior medical
history for a certain period of time to identify pre-existing conditions that could provide a
Jjustification to deny covcrage. State laws govern the length of the look-back period.
According to documents obtained by the Committee, it appears that in July 2009,
executives at one insurer held a meeting during which they discussed lengthening the

® Consumer Segment 2010 - 2012 Strategy Round 1 (Mar. 20, 2009).

1.

22 rState] 2010 Plan Information for Board Presentation (Jan. 2010).

>

2* The Importance of Insurance, and Your Role in Helping People Get It (undated).
5
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look-back period for pre-existing conditions.”® In a presentation circulated in advance of
the meeting, the company’s look-back guidelines were compared to the maximum legal
limits in each state.”’

Assessing separate deductibles specifically for identified pre-existing conditions: Ina
presentation concerning risk assessments in the individual health insurance market,
executives at another company were provided a “[p]re-ex opportunity overview."
Among a number of “additional potential opportunities {that] should be examined,” the
presenter highlighted “the introduction of condition specific deductibles” as a future
improvement to be considered.”’

Denying pavments for prescription drugs related to pre-existing conditions: Executives
for a third company have recently introduced a project to withhold insurance
reimbursement for prescription drugs if the medication is used to treat pre-existing
conditions. A presentation in January 2010, explained: “We are proposing a pilot that
enforces any medications used to treat pre-existing conditions be excluded for all
members that do not have prior creditable coverage, as per Policy spcciﬁcations.”m

Linking additional claims fo pre-existing conditions exclusions: During an internal
evaluation of the individual business, executives at the fourth eompany discussed
“[c]ontrol[ling] cost by conducting Pre-Existing Condition Investigations.™' As part of
this dialogue, executives emphasized the importance to “fi}ink related claims to Pre-
Existing Condition investigations™ and “[i]dentify claims that should be linked to a Pre-
Existing Condition invcstigation.”32

Narrowing the definition of prior creditable coverage: Prior creditable coverage is a
period of past health insurance coverage that can shorten the length of time a new insurer
can exclude insurance coverage of pre-existing conditions. Internal documents reveal
that executives at one of the companies considered changing “the definition of prior
creditable coverage to exclude prior individual coverage.”™

% E-mail from [redacted] to [redacted] et al. (July 23, 2009).
7
B [Redacted] Claim Accuracy and Risk management assessment (undated).
»
*0 E.mail from [redacted] to [redacted] (Jan. 5, 2010).
*' E-mail from [redacted] to [redacted] et al. (Nov. 10, 2005).
2y
3% B-mail from [redacted] to [redacted] (Apr. 27, 2009),
8
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IIl. EFFECT OF HEALTH REFORM

The Affordable Care Act, which was enacted on March 23, 2010, will significantly reform
insurance company practices relating to pre-existing conditions,

Effective January 1, 2014, insurance companics in the individual market will no longer be
allowed to deny policy enroliment based on a person’s health status, including pre-existing
conditions.** Additionally, the Act will bar health insurers from charging higher premiums to
people who have pre-existing conditions. By 2014, health insurance companies selling coverage
in the individual market will be allowed to set their rates based only on geography, whether the
plan covers an individual or family, age, and tobacco use. Insurance companies will no longer
use medical histories to calculate premium rates. >

For children, these reforms are effective carlier. The law prohibits pre-existing condition claims
exclusions for children under the age of 19 for new policies starting in September 2010.%

In addition, the Affordable Care Act established a new Pre-cxisting Condition Insurance Plan
administered by the Department of Health and Human Services. This temporary program
provides health insurance to individuals who currently are unable to obtain insurance due to their
medical history. Enrollces must have been uninsured for at least six months due to a medical
condition and be a United States citizen or reside legally in this country. This insurance plan will
exist until the Act’s comprehensive pre-existing eondition reforms go into effect in 2014.%7

IV,  CONCLUSION

Our investigation examined practices concerning pre-existing conditions in the individual health
insurance market. The investigation has revealed that from 2007 through 2009, the four largest
for-profit health insurance companies, Aetna, Humana, UnitedHealth Group, and WellPoint,
denicd health insurance coverage to more than 651,000 people based on their prior medical
history. During the same period, the four companies refused to pay 212,800 claims for medical
treatment related to pre-existing conditions. Internal company documents show that this
increasing use of pre-existing conditions to deny or limit coverage would have continued
unabated if Congress had not passed health reform lcgislation.

* The Paticnt Protection and Affordable Care Act, Pub. L. 111-148 § 1201 (2010).
31
36
Id. at § 1255.
7 Id. at § 1101.
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